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MANAGEMENT'S DISCUSSION AND ANALYSIS OF 


Financial Condition 
and Results of Operations 


OVERVIEW 

Quebecor World Inc. is the largest 
commercial print media services company 
in the world. We are market leaders in most 
of our product categories and geographies. 
This market-leading position has been built 
through a combination of successfully 
integrated acquisitions, investment in key 
strategic technologies and a commitment 
to build long-term partnerships with the 
world’s leading print media customers. 


We have facilities in the United States, Canada, 
France, the United Kingdom, Spain, Switzerland, 
Sweden, Finland, Austria, Belgium, Brazil, Chile, 
Argentina, Peru, Colombia, Mexico and India. 


For the year ended December 31, 2002, the 
Company reported diluted earnings per share 
of $1.76 compared to nil in 2001. These 
results incorporate restructuring and other 
special charges of a net $19.6 million or $0.16 
per share compared with $270 million or 
$1.58 per share in 2001. Excluding the effect 
of the restructuring and other special charges 
and removing the impact of goodwill amor- 
tization in the previous year, 2002 resulted in 
diluted earnings per share of $1.92 compared 
with $1.99 in 2001. The reduction in earnings, 
presented on a comparable basis, was affected 
mostly by market conditions in two major 
sectors of our business: the French operations 


and the Commercial & Direct segment in 
North America. However, the Company 
remained focused in its other business segments 
and on its financial condition as illustrated by 
the strong generation of free cash flow and 
repayment of debt. 


We generated free cash flow of $320 million, 
compared with $287 million for the same 
period in 2001, an increase of 11%. Free cash 
flow was primarily dedicated to reduce our 
debt, and this contributed to an 18% reduc- 
tion in our financial expenses this year com- 
pared with 2001. Our cash coverage of fixed 
charges ratio has increased to a comfortable 
level above five times and our debt to 
capitalization ratio decreased to 40:60 from 
46:54 at the end of December 2001. 


Also, in 2002, following the continued strug- 
gle in France and the identification of other 
cost reduction opportunities in North America, 
the Company took additional restructuring 
charges which also included asset and invest- 
ment write-downs and overspending on its 
2001 restructuring initiatives, net of the rever- 
sal of unused reserves from 2001. 


In 2001, it was in response to the significant 
drop in volume, that we announced a restruc- 
turing plan to shut down under-performing 
business units, redeploy assets and reduce our 
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workforce. We turned the problem of unsold 
capacity, impacting the entire industry, into 
an opportunity by undertaking a restructuring 
that would result in fewer, larger and more 
specialized plants, with essentially the same 
capacity, but approximately 8% fewer 
employees. Most of the 2001 restructuring 
program was completed in 2002 and benefits 
began to accrue to the income statement in 
the back half of the year for our North 
American business groups and in European 
countries other than France. 


Management's focus on cost reduction, free cash 
flow and debt repayment resulted in higher 
levels of efficiency, which has uniquely posi- 
tioned us to benefit from operating leverage 
and a solid financial condition as we enter 2003. 


MARKET AND SEGMENT REVIEW 
The print media industry ended a difficult year 
in 2001, facing unexpected declines in 
volume impacting most of our business 
groups in all three geographic regions. As we 
began 2002, it was expected that there would 
be little or no recovery in the industry, at least 
for the first six months. 


The first half of 2002 turned out as 
expected, with the difficult economic 
environment persisting. Magazine advertising 
pages, as measured by the Publishers 
Information Bureau, remained down compared 
to last year for the first two quarters 
(figure 1). Volume pressures continued and 
prices were lower compared to 2001, 
resulting from excess industry capacity and 
an increased competitive environment. 
According to the U.S. Federal Reserve Board, 
the average printing capacity utilization in 2002 
was 78.8%, which is one of the lowest rates 
in the last ten years (figure 2). The environ- 
ment in the second half was stronger and 
allowed the Company to increase eamings and 
margin in the fourth quarter. 
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Magazine & Catalog 

The Magazine & Catalog Group's revenues 
fell by 6% to $1,671 million in 2002, from 
$1,785 million in 2001. The 4th quarter was 
the only period in which we benefited from 
an increase in revenues, as the magazine 
advertising pages (see figure 1) improved 
somewhat. Despite the revenue shortfall 
year-to-date, operating margins increased in 
each quarter in 2002, compared to the same 
periods in 2001. This is a direct result of the 
benefits of our restructuring programs and strict 
attention to costs. 


The Magazine & Catalog Group is our largest 
business platform and contributed to our mar- 
ket share growth by attracting successful cus- 
tomers such as L.L.Bean, which recently con- 
tracted to place 100% of their catalog business 
and distribution with Quebecor World. 


Commercial & Direct 

The Commercial & Direct Group's revenues 
fell by 17% to $687 million in 2002, from $829 
million in 2001. This Group suffered 
significantly in the 4th quarter of 2001 and 
this trend continued in 2002 with the weak 
promotional advertising environment. 


However, the impact on operating income was 
softened by plant closures and the redeployment 
of equipment as well as the cost reductions put 
in place in early 2002. 


Figure 2 


During 2002, we have seen an accelerated trend 
toward vendor consolidation. Businesses are 
looking to fewer vendors who can provide 
more integrated turn-key services than ever 
before. Our breadth of capabilities coupled 
with our multi-facility platform position us to 
be a strategic partner to our clients and not just 
a vendor. By fine-tuning our equipment and 
leveraging the whole Quebecor World platform, 
we can satisfy the most demanding customers, 
such as AT&T Wireless and Johnson & Johnson, 
whose requirements can only be met by a 
company with our resources and capabilities. 


Retail 

The Retail Group's revenues increased by 9% 
to $1,173 million in 2002, from $1,074 mil- 
lion in 2001. This increase includes incremental 
revenue of $48 million from the acquisition 
of Retail Printing Corporation, which took 
place in July 2001. Excluding the incre- 
mental impact of this acquisition, revenues, 
as well as operating income, were favourable 
in 2002 when compared to 2001. The suc- 
cess in this market segment is derived from 
strategic capital investments in both rotogravure 
and offset, restructuring initiatives and our 
numerous gains in the area of new 
customer contracts. Our performance in 
2002 is particularly rewarding given the 
price pressures we experienced in the retail 
print market in 2002. We have invested 
heavily in this market segment over the last 


few years to build the only coast-to-coast 
gravure and offset platform in North America. 
Our strategy is working, as a number of 
large, growing and successful retailers chose 
Quebecor World as their leading service 
provider in 2002. 


Book Services 

The Book Group's revenues fell by 4% to 
$513 million in 2002, from $532 million in 2001, 
but operating income and margin improved 
compared to year 2001. Overall, our business 
performed well, with solid improvement in 
our trade book facilities and continuing 
strength in our educational markets. However, 
other book market segments remained soft, 
with a lower level of reprint activity. 


The closing of the Hawkins facility, re- 
deployment of assets to the Kingsport and 
Versailles plants, and the expansion of our 
Dubuque facility to service the growing edu- 
cational market, better position the Group to 
compete in 2003. While the start-up of both 
new and transferred equipment at Kingsport 
presented challenges to us in 2002, we are 
confident that our turnaround plan will get 
the situation under control in 2003 as significant 
changes in executive management and plant 
management were made to specifically 
address this issue. 


Directory 

The Directory Group's revenues fell by 5% 
to $474 million in 2002, from $501 million 
in 2001. This business has seen significant 
vendor consolidation primarily due to new 
single source outsourcing programs instituted 
at a few large publishers. 


The Group’s focus in 2002 was on cost con- 
tainment, which resulted in increased 
operating income and margin in 2002 when 
compared to 2001. Successful cost contain- 
ment was achieved via the consolidation of 
group wide prepress operations into 
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regional prepress centers and the continued invest- 
ment in more efficient manufacturing equipment. 


Other Revenues 


Other sources of revenues in North America 
include Que-Net Media ™ (pre-media services), 
Logistics and the Eastern Canada Group, 
which services eastern Canada and exports 
into the U.S from Canadian facilities. 


The Que-Net Media ™ Group's revenues fell 
by 15% to $95 million in 2002, from 
$112 million in 2001. This business offers 
services to our main print media businesses, 
and therefore, has suffered from the decline 
in volume experienced elsewhere in the 
platform. 2002 was a year of transition for our 
pre media services group, as significant focus 
was placed on cost containment and 
restructuring. In addition, senior management 
changes were made to better position this 
business unit for success in 2003. 


The Logistics Group’s revenues increased to 
$187 million in 2002, from $151 million in 2001, 
a 24% increase. We are an industry leader in 
logistics services, offering complete 
customized door-to-door distribution planning 
management, transportation, delivery and 
tracking solutions to our customers. We are 
recognized by the United States Postal Services 
as the largest client and of having the best 
on-time performance into their network. 


$1,000 $1,500 $2,000 


The Eastern Canada Group’s revenues fell 
by 2% to $264 million in 2002, from $269 mil- 
lion in 2001. Approximately half of Eastern 
Canada’s revenue base has traditionally been 
generated by the U.S. market. The difficult eco- 
nomic environment in the United States had 
a shrinkage effect on those markets with 
depressed advertising page counts lingering 
on until late in the third quarter. Despite 
steady economic growth in the Canadian 
economy, the domestic printing markets were 
relatively stagnant. 


Europe 
The European revenues increased by 10% 


to $982 million in 2002, from $891 million 
in 2001. This increase is essentially due to 
the Company's purchase of the printing 
assets of Hachette Filipacchi and the posi- 
tive impact of currency movements. Our 
European operations, excluding France, 
improved revenues, operating income and 
margins compared to year 2001. However, 
our European results were negatively impacted 
by the underperformance of our French 
operations, which represent approximately 
half of our European platform. 


The French operations were hard hit in 
2002 with operating income and margins 
declining. France continues to feel the effect 
of industry over capacity and labor issues. 


In the fourth quarter, the Company approved 


~ a restructuring plan to reduce costs, including 


the additional reduction of employee 
positions and the decommissioning of 
certain non-competitive assets. 


Latin America 

The Latin America Group's revenues increased 
by 13% to $183 million in 2002, from $161 
million in 2001. Overall, the Group's operating 
income increased significantly from 2001 
as did margin. This performance has 


Figure 4 


been achieved despite the negative impact 
of currency movements, mainly in Argentina 
and Brazil. In the second half of the year, the 
Group focused on leveraging the Company's 
relationship with key customer accounts in 
North America and Europe. This resulted, at 
the end of the year, in several new agree- 
ments with existing customers who are 
expanding their business in Latin America, 
including Telefonica de Espafia, Reader's 
Digest, Avon and Abril. We are still small in 
Latin America, but the opportunities offer great 
potential to expand our revenue base and 
market penetration. 


YEAR 2002 COMPARED TO YEAR 2001 
Year 2002 continued to be a difficult 
economic environment with declines in 
volumes and pressures on prices. However, 
restructuring activities and cost reduction 
initiatives mitigated the negative impact on our 
results and, resulted in increased operating 
margins for most of our North American 
and European (other than France) groups. 


Revenue decreased from $6,320 million in 
2001 to $6,242 million in 2002, a decrease of 
1%, despite the impact of business acquisitions 
of $184 million. Operating income, before 
restructuring and other charges, fell by 9% to 
$563 million in 2002, from $618 million in 2001. 
Operating margin, on the same basis, declined 
to 9.0% in 2002 from 9.8% in 2001. Reduced 
capacity utilization and pricing pressures were 
largely responsible for the lower margin. 


Depreciation and amortization was 
$336 million in 2002, compared to 
$338 million in 2001. This slight decrease was 
primarily due to the closure of facilities and the 
disposal of equipment following the 2001 
restructuring initiatives. 


Selling, general and administrative expenses 
were $501 million compared with 
$486 million in 2001. The increase of 
$15 million was primarily due to business 
acquisitions and reduction in suppliers cash 


discounts related to the cash management 
strategy. However, this strategy allowed us 
to reduce our financial expenses. 


In 2002, restructuring and other charges of 
$20 million were recorded due to difficult 
market conditions in France, further integration 
of administrative functions in North America and 
the write-down of impaired or idle assets. 


Financial expenses were $170 million in 
2002, compared to $209 million in 2001. The 
significant decrease was due to lower 
levels of debt, together with reduced 
interest rates on long-term debt and on 
securitization programs. 


Income taxes were $91 million in 2002 
compared with $52 million in 2001. Before 
restructuring and other special charges, 
income taxes were $86 million or 22.0% 
compared to $96 million or 23.4% in 2001. 
The decrease in income taxes is due to 
lower profitability and an increase in 
profits generated in countries with a lower 
overall tax rate. 


YEAR 2001 COMPARED TO YEAR 2000 
Due to a soft world economy and the 
unprecedented economic fallout following 
September 11th, operating income before 
restructuring and other charges fell from 
$725 million in 2000 to $618 million in 2001, 
a 15% decrease. 


Revenue decreased from $6,521 million in 
2000 to $6,320 million in 2001, a decrease 
of 3%. This decrease included the impact of 
business acquisitions net of disposals of 
$51 million, offset by a negative impact of 
currency movements of $83 million. The 
decrease in revenue did not accurately 
reflect the overall volume decrease suffered 
in the year due to an increase in the proportion 
of paper purchased by us. 


Operating margin, before restructuring 
charges, declined to 9.8% in 2001 from a record 


level of 11.1% in 2000, which still represented 
industry-leading margins. Higher paper sales, 
increased ink prices, higher energy costs and 
lower recovery from recycled materials com- 
bined with reduced capacity utilization, 
were largely responsible for lower margin. 


Depreciation and amortization was 
$338 million in 2001, compared to 
$345 million in 2000. This decrease was 
primarily due to the closure of facilities and 
the disposal of equipment following the 
successful integration of World Color. 


Selling, general and administrative 
expenses were $486 million compared to 
$459 million in 2000. Excluding a gain of 
$13 million on the disposition of our CD-ROM 
replication business, the year-on-year increase 
was $14 million, mainly due to increased 
selling costs incurred in the year to help 
maintain volumes in a rapidly weakening 
economic climate. 


Restructuring and other charges were 
$270 million in 2001 and a net reversal of 
$3 million in 2000. 


Financial expenses were $209 million in 
2001, compared to $231 million in 2000. The 
decrease was due to lower levels of debt, 
together with reduced interest rates. 


Income taxes were $52 million in 2001. 
Before restructuring and other special charges, 
income taxes were $96 million or 23.4% 
compared to $138 million in 2000, with an 
effective rate of 27.8%. The decrease in 
income taxes was due to lower profitabili- 
ty, and an increase in profits generated in coun- 
tries with a lower overall tax rate. 


PENSION AND OTHER 
POSTRETIREMENT BENEFITS 

As at December 2002, the pension and 
other postretirement benefit costs were 
$40.8 million compared with $19.6 million in 
2001 and the funded status decreased by 
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$171 million over last year. Calculation of pen- 
sion and other postretirement benefit costs and 
obligations are based on various 
assumptions (see figure 5). Management is 
continuously assessing those assumptions for 
its funding exposure. In the last two years, we 
have experienced difficult capital market 
conditions and these results are now 
reflected in the discount rate and expected retum 
on plan assets. However, Generally Accepted 
Accounting Principles recommend an 
accounting treatment to reduce the volatility 
of the pension plan expense in order to reflect 
the long-term nature of these obligations. 
Any actuarial gains or losses resulting from a 
turbulent capital market environment are 
amortized over a period of 15 years. 


The Company is monitoring the funding of 
the pension plans very closely and is making 
contributions above the minimum legal require- 
ments. A total of $38 million of cash 
contributions were made to the plans in 2002. 


STOCK OPTION PLANS 

During the year, the Company issued a total 
of 474,321 options. In respect of the new 
recommendations of the CICA Handbook, 
we presented, in note 16 (b) of the consoli- 
dated financial statements, compensation 
costs that would be determined using the fair 
value based method at the date of grant for 
those options. This would have resulted in 
a diluted earnings per share of $1.75 instead 
of $1.76 reported in the consolidated state- 
ments of income. Shares reserved for issuance 
total 7.6 million as at December 31, 2002, of 


which 3.5 million are currently outstanding. 


FINANCIAL CONDITION, LIQUIDITY 
AND CAPITAL RESOURCES 

Despite the difficult economic environment, 
our continuing focus on the execution of our 
initiatives and management discipline 
regarding cost containment resulted in strong 
cash flow from operations. In 2002, free 
cash flow from operations was $320 million, 
compared to $287 million in 2001. Free cash 
flow generation is being fully dedicated to 
improve our financial condition through 
repayment of long-term debt and increase 
returns to shareholders by increasing 
dividends on equity shares. 


CASH FLOW FROM OPERATING 
ACTIVITIES 

Cash flow from operating activities was $513 
million in 2002, compared with $577 million 
in 2001. This reduction in the amount of 
funds generated from operations is mainly 
attributable to cash costs associated with our 
restructuring activities in 2002 and the 
significantly reduction of the investment in 
working capital in 2001 when compared to 2002. 


Working capital in 2002 was ($209) million, 
compared to ($195) million in 2001. The 
increase in trade receivables due to the 
impact of business acquisitions and lower level 
of securitization, was offset by increased 
trade payables and accrued liabilities. 


FINANCING ACTIVITIES 
During the first quarter of 2002, we repurchased 


Figure 5 


for cancellation, under the Normal Course 
Issuer Bid program initiated in April 2001, a total 
of 148,500 Subordinate Voting Shares for a net 
cash consideration of Cdn$5.2 million ($3.5 mil- 
lion). In total, purchases made under the 2001 
program were for 3,692,200 Subordinate Voting 
Shares for a net cash consideration of Cdn$149.0 
million ($101.7 million). 


In the fourth quarter of 2002, the holders of 
the Series 2 Preferred Shares exercised their 
right to convert their shares on a one-for-one 
basis into Series 3 Preferred Shares. The 
Series 3 Preferred Shares are entitled to a fixed 
quarterly dividend of Cdn$0.3845 per share. 


Dividends paid to shareholders of Multiple Voting 
Shares and Subordinate Voting Shares totaled 
$0.49 per share, compared to $0.46 per share 
in 2001 and $0.33 per share in 2000, an 
increase of 7% over 2001 and 48% from 2000. 


We paid dividends of Cdn$1.25 per share on 
our First Preferred Shares, Series 2 in 2002. 
Dividends of Cdn$1.25 per share were paid in 
2001 and in 2000 on First Preferred Shares, 
Series 2. We paid dividends of Cdn$1.69 per 
share on our First Preferred Shares, Series 4, 


~ and Cdn$1.73 per share on our First Preferred 


Shares, Series 5, in 2002. In 2001, we paid 
Cdn$1.27 and Cdn$0.51 per share on our First 
Preferred Shares, Series 4 and 5 respectively. 


CASH USED IN INVESTING ACTIVITIES 
In 2002, capital expenditures were targeted 
to the implementation of the various restruc- 
turing initiatives together with customer-dri- 
ven projects that will improve service and our 
cost position. We invested $185 million on 
capital expenditure projects, compared to $278 
million in 2001. Key expenditures included 
the following items: 


¢ North America 
The expansion and improvements of 
our Retail platform including the 


relocation of our Ontario, California 
facility to a new 196,000 square foot 
facility nearby Riverside. 


A new 3.08 meters gravure press at 
our Franklin, Kentucky facility to service 
L.L. Bean and retail customers. 


Several smaller projects related to our 
restructuring activities. 


e Europe 
The addition of a new 48-page 
commercial press to increase capacity in 
our Spanish platform. 


¢ Latin America 
The continued expansion of our Directory 
business in Mexico DF. 


In March 2002, we acquired European Graphic 
Group S.A. (“E2G”), a subsidiary of Hachette 
Filipacchi Medias in Europe. E2G owns 
printing and bindery facilities in France and 
Belgium and a 50% ownership of Bayard 
Hachette Routage in France. This investment 
complements our European Gravure platform, 
and comes with a $400 million (exclusive of 
paper) long-term printing contract for Hachette’s 
magazines in Europe. 


We also entered into a binding agreement to 
purchase, in 2004, the remaining 50% 
interest of Helio Charleroi in Belgium, an 
E2G’s subsidiary. 


During the year 2002, we also acquired some 
minority interests in North America and in 
Europe. 


FINANCIAL POSITION 

Once again this year, we have succeeded in 
reducing debt levels, and our debt-to-capi- 
talization ratio improved to 40:60, from 46:54 
in 2001. As at December 31, 2002, our total debt, 
plus accounts receivable securitization, was 
$2,472 million, $357 million lower than last year 
(see figure 6). This improved financial 


condition, combined with the operating leverage 
resulting from the various restructuring initiatives, 
uniquely position us to grow as markets 
recover through organic growth and as we 
resume our external growth strategy. 


The average annual cash obligations over the 
next three years represent approximately 10% 
of the 2002 EBITDA before restructuring and 
other charges (see figure 7). 


We believe that our liquidity, capital resources and 
cash flows from operations are sufficient to fund 
planned capital expenditures, working capital 
requirements, interest and principal payments for 
the foreseeable future. Our total mandatory prin- 
cipal payments on long-term debt are 
$39 million in 2003 and $25 million in 2004. 


RESTRUCTURING 
The restructuring initiatives announced in 
October 2001 were substantially completed as 


Figure 6 
at December 31, 2002. Nearly 3,000 employees’ 
positions were eliminated, 10 facilities closed 
and more than 30 pieces of equipment have 
been successfully relocated. In the fourth 
quarter of 2002, one of the plant shutdowns that 
formed part of the 2001-2002 restructuring 
plan was cancelled due to continuation of a con- 
tract expected to be terminated. This provided 
sufficient work to utilize the equipment originally 
targeted for decommissioning. In addition, 
management addressed the French platform and 
approved new restructuring initiatives including 
further reduction of employee positions and 
decommissioning of certain non-competitive 
assets. This new plan includes also a new 
reduction in force program in North America 
resulting from duplication of activities. 


Restructuring and other charges, as at December 
31, 2002, were $19.6 million. This includes $13.3 
million required to complete the 2001 restruc- 
turing initiatives, mostly related to employee 


Figure 7 
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termination costs. In addition, it also includes 
a reversal of $40.1 million, mainly related to 
our decision not to close a plant, as explained 
in the preceding paragraph. This reversal con- 
sists of $18.4 million of asset impairments and 
$21.7 million for related restructuring. 


The new initiatives in 2002 comprise the 
following three basic components: 


* Cash costs relating to the severance 
of employees and other restructuring 
costs of $30.0 million. 


* Write-down of assets of $6.5 million 
associated with the impairment of assets 
that will no longer be used. 


* Other special charges of $9.9 million 
for the write-down of investments to 
their expected realizable value. The 
large portion relates to our equity 
shares in Q-Media Services Corporation 
that went into receivership at the end 
of December 2002. 


In 2001, due to the unprecedented economic 
fallout following September 11th, we announced 
that we would restructure our business with 
the aim of removing the least efficient 
equipment, without materially affecting the 
overall capacity of our platform. The 
restructuring and other charges required to 
achieve this goal totaled $273 million. The 
restructuring plan involved the closure of 
facilities, together with the rationalization of 
numerous other plants. The restructuring 
and other charges included the following 
three basic components: 


¢ Cash costs relating to the severance 
of employees, real estate and other 
costs associated with exiting facilities; 


¢ Non-cash costs of $114 million 
associated with the impairment of 


assets that will no longer be used in 
the business on an ongoing basis; 


¢ Non-cash costs of $29 million 
associated with exiting investments 
and non-core businesses, together 
with cash costs of $15 million 
required in order to complete 
the World Color integration. 


RISK MANAGEMENT 

In the normal course of business, we are 
exposed to changes in interest rates and 
foreign exchange rates. We manage our interest 
rate exposure by having a balanced variety 
of debt maturities as well as a combination of 
fixed and floating rate obligations. In addition, 
we have entered into interest rate swap agree- 
ments to manage this exposure. Contracts 
outstanding at year-end have a notional value 
of $583 million. These contracts expire between 
January 2003 and March 2006. 


We have also entered into foreign-exchange 
forward contracts and cross-currency interest 
rate swaps to hedge the settlement of raw 
materials and equipment purchases, to set the 
exchange rate for cross-border sales and to 
manage our foreign exchange exposure on 
our net investments. Foreign-exchange 
forward contracts and cross-currency interest 
rate swap contracts outstanding at year-end 
have a notional value of $589 million and $221 
million respectively, and expire between 
January 2003 and December 2007. 


While the counterpart of these agreements 
exposes us to credit loss in the event of non- 
performance, we believe that the possibility of 
incurring such a loss is remote due to the 
creditworthiness of the parties with whom we 
deal. We do not hold or issue any derivative 
financial instruments for speculative purposes. 
Concentrations of credit risk with respect to 
trade receivables are limited due to our 
diverse operations and large customer base. 


As of December 31, 2002, we had no significant 
concentrations of credit risk. We believe 
that the product and geographic diversity of 
our customer base is instrumental in reducing 
our credit risk, as well as having a positive 
impact on our local market or product-line 
demand. We have long-term contracts 
with most of our largest customers. 
These contracts generally include price- 
adjustment clauses based on the cost of 
paper, ink and labor. We do not believe that 
we are exposed to an unusual level of 
customer credit risk. 


The primary raw materials used in our 
manufacturing process are paper and ink. 
We use our purchasing power as one of the major 
buyers in the printing industry to obtain among 
the best prices, terms, quality control and ser- 
vice. To maximize our purchasing power, we 
negotiate with a limited number of suppliers. 


In 2002, we had 74 collective bargaining agree- 
ments in North America. Of this total, 11 agree- 
ments expired in 2002 and 5 are still under 
negotiation. In addition, 10 collective bargai- 
ning agreements, covering 1,458 employees, 
will expire in 2003. We have approximately 
10,678 unionized employees in North America. 
Moreover, 56 of our plants in North America 
are non-unionized. 


SEASONALITY 

The operations of our business are 
seasonal, with approximately two-thirds of 
operating income historically recognized in 
the second half of the fiscal year, primarily 
due to the higher number of magazine 
pages, new product launches and back-to- 
school, retail and holiday catalog promotions. 


ENVIRONMENTAL MATTERS 

During 2002, we have continued to 
strengthen our approach to environmental 
management. Eight facilities have now 
received the ISO-14001 certification, an 


internationally recognized environmental 
management standard. Two other plants 
are planning to use a customized computer 
software to help them to implement the 
ISO-14001 environmental management 
system and to secure certification. 


Energy and pollution control is at the 
center of our commitment to the environment, 
and this has been particularly important in 
a year where energy and pollution con- 
cerns have risen significantly. This is why we 
continue to invest in regenerative thermal- 
oxidizers or ‘RTOs’ in North America, 
Europe, as well as Latin America. Now, 
more than 50 RTOs are installed in 40 of our 
plants, replacing their less efficient, energy- 
consumming counterparts by outperforming 
them in every aspect. They destroy 99% of 
the pollutants that would otherwise be 
released into the atmosphere, and use up to 
95% less fuel (natural gas) than the other most 
commonly used-up control device. In 2003, 
we plan to install at least 5 more RTOs. 


RECENT ACCOUNTING 
PRONOUNCEMENTS AND CHANGES 
IN ACCOUNTING POLICIES 

Significant differences between Generally 
Accepted Accounting Principles (GAAP) in 
Canada and the United States are presented in 
Note 22 to the Consolidated Financial Statements. 
We generate more than 65% of our revenues 
from the United States. In our efforts to 
expand our investor base in the United States, 
we have made significant efforts in the last 
3 years to follow new disclosure guidelines 
and to harmonize our disclosure based on 
accounting pronouncements in both Canada 
and the United States. 


In August 2001, the Canadian Institute of 
Chartered Accountants (“CICA”) issued 
Handbook Section 3062, Goodwill and Other 
Intangible Assets. Under Section 3062, good- 


will is not amortized and is tested for impair- 
ment annually, or more frequently if events 
or changes in circumstances indicate that the 
asset might be impaired. The impairment test 
is carried out in two steps as explained in note 
2(a) of the Consolidated Financial Statements. 


We have adopted Section 3062 effective 
January 1, 2002. As of the date of adoption, 
we had unamortized goodwill of approximately 
$2.5 billion. In accordance with the requirements 
of Section 3062, this change in accounting 
policy is not applied retroactively and the 
amounts presented for prior periods have not 
been restated for this change. The Company 
conducted the first step of the transitional and 
annual goodwill impairment test and, based 
on these tests, determined that there is no 
impairment. The impact of that change is 
presented in note 2(a) of the Consolidated 
Financial Statements. 


In November 2001, the CICA approved the 
modification of Section 1650 of the CICA 
handbook, Foreign Currency Translation, to 
eliminate the deferral and amortization of 
foreign currency translation gains and losses 
on long-lived monetary items. In the first 
quarter of 2002, we adopted the new 
recommendation retroactively. The effect of 
adopting the new recommendation did not 
have a significant impact on the consolidated 
balance sheet and consolidated statements of 
income and retained earnings and cash flows 
as at December 31, 2002. 


Effective January 1, 2002, we adopted the 
new recommendations of CICA Handbook 
Section 3870, Stock-based Compensation and 
Other Stock-based Payments. This Section 
establishes standards for the recognition, 
measurement and disclosure of stock-based 
compensation and other stock-based 
payments made in exchange for goods and 
services. These new recommendations 
require that compensation for all awards made 


to non-employees and certain awards made 
to employees, including stock appreciation 
rights, direct awards of stock and awards that 
call for settlement in cash or other assets, 
be measured and recorded in the financial 
statements at fair value. 


As permitted by Section 3870, we have chosen 
to continue our existing policy of recording no 
compensation cost on the grant of stock 
options to employees. Any consideration 
paid by employees on exercise of stock 
options is credited to capital stock. Please refer 
to note 2(c) for stock-based compensation. 


FORWARD-LOOKING STATEMENTS 

Except for historical information contained 
herein, the statements in this document are 
forward-looking and made pursuant to the 
safe harbor provisions of the Private Securities 
Litigation Reform Act of 1995. Forward- 
looking statements involve known and 
unknown risks and uncertainties, which 
may cause our actual results in future periods 
to differ materially from forecasted results. 
Those risks include, among others, changes 
in customer demand for our products, changes 
in raw material and equipment costs and 
availability, seasonal changes in customer 
orders, pricing actions by our competitors 
and general changes in economic conditions. 


On behalf of Management, 


fo. bevsra— 


Carl Gauvreau 
Senior Vice President 
Chief Accounting Officer 


MANAGEMENT'S RESPONSIBILITY FOR 


Financial Statements 


The accompanying consolidated financial statements of Quebecor World Inc. and its subsidiaries and all the information in this Annual Report are the responsibility of 
management and are approved by the Board of Directors of Quebecor World Inc. 


These financial statements have been prepared by management in conformity with Canadian generally accepted accounting principles.and include amounts that are based 
on best estimates and judgments. The financial information used elsewhere in the Annual Report is consistent with that in the financial statements. 


Management of the Company and of its subsidiaries, in furtherance of the integrity and objectivity of data in the financial statements, have developed and maintain systems 
of internal accounting controls and support a program of internal audit. Management believes that the systems of internal accounting controls provide reasonable assurance 
that financial records are reliable and form a proper basis for the preparation of the financial statements and that assets are properly accounted for and safeguarded. 

The Board of Directors carries out its responsibility for the financial statements included in this Annual Report principally through its Audit Committee, consisting solely of 
outside directors. The Audit Committee reviews the Company's annual consolidated financial statements and formulates the appropriate recommendations to the Board 
of Directors. The auditors appointed by the shareholders have full access to the Audit Committee, with and without management being present. 


These financial statements have been examined by the auditors appointed by the shareholders, KPMG LLP, chartered accountants, and their report is presented hereafter. 


fac Mltier fo. beta 


The Right Honourable Christian M. Paupe Carl Gauvreau 

Brian Mulroney Executive Vice President, Senior Vice President 

Chairman of the Board Chief Financial Officer and Chief Accounting 
Chief Administrative Officer Officer 


Montreal, Canada 
January 24, 2003 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Quebecor World Inc. and its subsidiaries as at December 31, 2002 and 2001 and the consolidated statements of 
income, shareholders’ equity and cash flows for the years ended December 31, 2002, 2001 and 2000. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at December 31, 2002 and 2001 and 
the results of its operations and its cash flows for the years ended December 31, 2002, 2001 and 2000 in accordance with Canadian generally accepted accounting 
principles. 


KPHE bh?P 


Chartered Accountants 


Montreal, Canada 
January 24, 2003 


CONSOLIDATED STATEMENTS OF INCOME 


Years ended December 31 
(in millions of US dollars, except per share amounts) 


Notes 2001 2000 
Revenues Seoso20) $ 6,521.1 
Operating expenses: 
Cost of sales 4,878.9 4,991.7 
Selling, general and administrative 7(b) 485.6 459.5 
Depreciation and amortization - | Sei hs) 345.1 
Restructuring and other charges 3 270.0 (2.7) 
5,972.3 5,793.6 
Operating income 347.8 725 
Financial expenses % 4 208.8 231.5 
Income before income taxes 139.0 496.0 
Income taxes 5 52.0 STAT 
Income before minority interest 87.0 358.3 
Minority interest So ‘ Die 
Net income before goodwill amortization 83.8 355.9 
Goodwill amortization, net of income taxes 2(a) 61.4 60.5 
Net income $ 22.4 $ 295.4 
Net income available to holders of preferred shares 21.9 10.1 
Net income available to holders of equity shares $ 0.5 $ 285.3 
Earnings per share: 6 
Basic $ = $ 1.94 
Diluted $ = $ 1.91 
Weighted average number of equity shares outstanding (in millions): 6 
Basic 142.2 147.0 
Diluted 143.0 ten ef 


See Notes to Consolidated Financial Statements. 


CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 


Years ended December 31 
(in millions of US dollars and thousands of shares) 


Equity Multiple Equity Subordinate First Preferred 
Voting Shares Voting Shares _Shares Series 2,3, 4 and 5 
Issued and issued and Issued and 
outstanding outstanding outstanding 
shares Amount shares Amount shares Amount 
Balance, December 31, 1999 62,985 S522 84,690 $ 1,289.1 12,000 Se 2112:5 
Net income - - - - - - 
Translation adjustment 17 - - - - - - 


Conversion of Equity Multiple Voting Shares 


into Equity Subordinate Voting Shares (5,599) (33.6) 5,599 33.6 = - 
Shares repurchased 15 - - (1,752) (26.1) ~ - 
Shares issued in connection with the acquisition 

of World Color Press, Inc. 15 = - al 0.2 = - 
Shares issued from stock plans 16 - - 205 3.3 - - 
Convertible notes repurchased 14 - - - - - - 


Dividends on equity shares ($0.33 per share) - - = a = =a 
Dividends on preferred shares 

($0.84 (Cdn $1.25) per share) Ee & e u 5 = 
Balance, December 31, 2000 57,386 $ 118.6 88,753 $ 1,300.1 12,000 $+ 2925 


Net income - = = si # an) es 
Translation adjustment 17 - - = = = es 


Conversion of Equity Multiple Voting Shares 


into Equity Subordinate Voting Shares (2,650) (5.9) 2,650 5.9 = - 
Shares repurchased 15 - - (6,732) (96.7) - - 
Shares issued from stock plans 16 - - (Al 14.7 - - 
Issuance of First Preferred Shares Series 4 15 - - - - 8,000 130.2 
Issuance of First Preferred Shares Series 5 15 - - as - 7,000 113.9 
Share issue expenses 

(net of income taxes of $2.3) 15 - - - - - - 
Dividends on equity shares ($0.46 per share) - - ~ - - - 


Dividends on preferred shares 
_ ($1.87 (Cdn $3.03) per share) - - - - = = 
Balance, December 31, 2001 54,736 SS alley 85,448 $ 1,224.0 27,000 $ 456.6 


Net income - - - = = = 
Translation adjustment 17 - - - = = a 


Conversion of Equity Multiple Voting Shares 


into Equity Subordinate Voting Shares (7,749) (19.2) 7,749 19.2 ~ - 
Conversion of First Preferred Shares: 15 

Series 2 - - - - (12,000) (212.5) 

Series 3 - - - - 12,000 212.5 
Shares repurchased 15 ~ - (148) (2.1) - - 
Shares issued from stock plans 16 - - 1,109 PIT ( - - 
Related party transactions 20 - - - - - - 


Dividends on equity shares ($0.49 per share) - - - = - = 
Dividends on preferred shares 
($2.97(Cdn $4.67) per share) - - = S . s 


Balance, December 31, 2002 46,987 $ 93.5 94,158 $_ 1,263.8 27,000 $ 456.6 


See Notes to Consolidated Financial Statements. 


Total Additional Total . 
capital paid-in Retained Translation shareholders’ 
stock capital earnings adjustment equity 
$ 1,653.8 $ 109.5 $ 650.2 $ (95.1) $ 2,318.4 
- - 295.4 - 295.4 
- - - (37.1) (37.1) 
(26.1) - (16.0) - (42.1) 
0.2 - - - 0.2 
Sh} - - - 3.3 
- (4.9) (0.8) - (5.7) 
/ a (48.5) - (48.5) 
- - (10.0) - (10.0) 
Sm 163122 $ 104.6 $ 870.3 $e (13222) $ 2,473.9 
5 = 22.4 - 22.4 
a * = (14.3) (14.3) 
(96.7) - (80.7) - (177.4) 
14.7 - - - 14.7 
130.2 - - - 130.2 
113.9 - - - 113.9 
- - (4.5) - (4.5) 
- - (65.2) - (65.2) 
- z (20.5) - (20.5) 
$ 1,793.3 $ 104.6 $ 721.8 $ (146.5) $ 2,473.2 
- - 279.3 - 279.3 
és = - 30.9 30.9 
(212.5) - - - (212.5) 
212.5 - - - 212.5 
(2.1) - (1.4) - (3.5) 
22.7 - - - 22.7 
- (1.0) - - (1.0) 
Z : (69.0) - (69.0) 
= - (28.8) - (28.8) 
$ 1,813.9 $ 103.6 $ 901.9 $ (115.6 $ 2,703.8 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


Years ended December 31 
(in millions of US dollars) 


Notes 2001 2000 
Operating activities: 
Net income $ 22.4 $ 295.4 
Non-cash items in net income: 
Depreciation of property, plant and equipment 314.9 3253 
Future income taxes 5 (42.8) 91.8 
Amortization of goodwill and deferred charges 84.3 80.3 
Non-cash portion of restructuring and other charges 3 142.6 (7.0) 
Gain on sale of non-core businesses and investments - (12.6) 
Other 10.5 125 
Changes in non-cash balances related to operations: 
Trade receivables 190.0 128.6 
Inventories Uhez 8.8 
Trade payables and accrued liabilities (138.9) 18.6 
Other current assets and liabilities 20.3 (48.6) 
Other non-current assets and liabilities (104.0) 24.7 
Cash provided from operating activities 576.5 917.8 
Financing activities: 
Net change in bank indebtedness (2.3) (2.2) 
Net proceeds from issuance of equity shares 15 & 16 14.7 2.9 
Repurchases of shares for cancellation 15 (177.4) “¥ {Ai6) 
Net proceeds from issuance of preferred shares 15 239.6 - 
Issuance of long-term debt 248.8 387.3 
Repayments of long-term debt and convertible notes (379.8) (995.1) 
Dividends on equity shares (65.2) (48.5) 
Dividends on preferred shares (20.5) (10.0) 
Dividends to minority shareholders (1.5) - 
Cash used by financing activities (143.6) (707.2) 
Investing activities: 
Business acquisitions, net of cash and cash equivalents ii (138.9) (5.3) 
Proceeds from disposal of non-core businesses and investments - Vis! 
Additions to property, plant and equipment (278.3) (242.2) 
Investment in an affiliated company - (13.5) 
Net proceeds from disposal of assets 9.5 24.4 
Other (15.8) ~ 
Cash used by investing activities (423.5) (179.3) 
Effect of exchange rate changes on cash and cash equivalents 23.4 17.8 
Net (decrease) increase in cash and cash equivalents 32.8 49.1 
Cash and cash equivalents, beginning of year 52a 3.6 
Cash and cash equivalents, end of year $ 85.5 $ 52ai 


See Notes to Consolidated Financial Statements. 


CONSOLIDATED BALANCE SHEETS 


December 31 
(in millions of US dollars) 


Notes 
Assets 
Current assets: 
Cash and cash equivalents 
Trade receivables 8 
Receivables from related parties ' 20 
Inventories 9 
Income taxes receivable 
Future income taxes 5 
Prepaid expenses 
Total current assets 
Property, plant and equipment, net 10 
Goodwill 2&11 
Other assets 
Total assets 
Liabilities and Shareholders’ Equity 
Current liabilities: 
Bank indebtedness 
Trade payables 
Accrued liabilities 
Income and other taxes payable 
Current portion of long-term debt 12 
Total current liabilities 
Long-term debt 12 
Other liabilities 13 
Future income taxes 5 
Convertible notes 14 
Minority interest 
Shareholders’ equity: 
Capital stock 15 
Additional paid-in capital 
Retained earnings 
Translation adjustment 17 


Total liabilities and shareholders’ equity 


See Notes to Consolidated Financial Statements. 


On behalf of the Board: 


fra botoA 


The Right Honourable Brian Mulroney, Director 


Charles G. Cavell, Director 


2001 


85.5 
366.6 
1.9 
377.1 
36.6 
58.0 
24.1 


949.8 


2,634.0 
2,470.7 
132.0, 


$ 


6,186.5 


1,793.3 
104.6 
721.8 

(146.5) 


2,473.2 


6,186.5 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Years ended December 31, 2002, 2001 and 2000 
(Tabular amounts are expressed in millions of US dollars, except for earnings per share and option amounts) 


1. Summary of significant accounting policies 


(a) Principles of consolidation 


(b 


(c 


(d 


(e 


— 


— 


— 


— 


(f) 


(g 


— 


The consolidated financial statements include the accounts of Quebecor World Inc. and all its subsidiaries (the “Company”) and are prepared in 
conformity with Canadian generally accepted accounting principles. 


Use of estimates 

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenses during the reporting period. Financial results as determined by 
actual events could differ from those estimates. 

Foreign currency translation 

Financial statements of self-sustaining foreign operations are translated using the rate in effect at the balance sheet date for asset and liability 
items and the average exchange rates during the year for revenues and expenses. Adjustments arising from this translation are deferred and 
recorded in translation adjustment and are included in income only when a reduction in the investment in these foreign operations is realized. 
Other foreign currency transactions are translated using the temporal method. Translation gains and losses are included in financial expenses. 
Revenue recognition 

The Company provides a wide variety of print and print-related services and products to its customers, which usually require that the specifics be 
agreed upon prior to process. Sales are recognized by the Company either when the production process is completed or services are performed, or 
on the basis of production and service activity at the pro rata billing value of work completed. 


Cash and cash equivalents 


Cash and cash equivalents consist of highly liquid investments purchased three months or less from maturity and are stated at cost, which 
approximates market value. 


Trade receivables 

Any gains or losses on the sale of trade receivables are calculated by comparing the carrying amount of the trade receivables sold to the total of the 
cash proceeds on sale and the fair value of the retained interest in such receivables on the date of transfer. Fair values are determined on a discounted 
cash flow basis. Costs including losses on sales of trade receivables are recognized in earnings in the period incurred and included in financial 
expenses. 


Inventories 


Raw materials and supplies are valued at the lower of cost, as determined, using the first in, first out method, or market being replacement cost. The 
work in process is valued at the pro rata billing value of the work completed. 


1. Summary of significant accounting policies (cont’d) 


(h) Property, plant and equipment 


(i) 


(i) 


Property, plant and equipment are stated at cost. Cost represents acquisition or construction costs including preparation, installation and testing 
charges and interest incurred with respect to property, plant and equipment until they are ready for commercial production. Repair and 
maintenance are expensed as incurred. 


Depreciation is provided using the straight-line basis over the estimated useful lives as follows: 


Estimated 
Assets 7 __ useful lives 
Buildings and leasehold improvements 15 to 40 years 
Machinery and equipment 3 to 18 years 


Income taxes 


The Company follows the asset and liability method of accounting for income taxes. Under the asset and liability method, future income tax 
assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases. Future income tax assets and liabilities are measured using 
enacted or substantively enacted tax rates in effect for the year in which those temporary differences are expected to be recovered or settled. The 
effect on future income tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment, or 
substantively enactment, date. Future income tax assets are recognized and if realization is not considered “more likely than not”, a valuation 
allowance is provided. 


Derivative financial and commodity instruments 


The Company uses various derivative financial instruments to manage its exposure to fluctuations in foreign currency exchange rates, interest rates and 
commodity pricing. The Company does not hold or use any derivative instruments for speculative trading purposes. 


The Company formally documents all relationships between hedging instruments and hedged items, as well as its risk management objective and 
strategy for undertaking various hedge transactions. This process includes linking all derivatives to specific assets and liabilities or to specific firm 
commitments or forecasted transactions. The Company also formally assesses, both at the hedge’s inception and on an ongoing basis, whether the 
derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items. 


The Company enters into foreign exchange forward contracts to hedge anticipated foreign denominated sales and raw material and equipment 
purchases. Foreign exchange translation gains and losses are recognized as an adjustment of the revenues, of the cost of good sold and of the fixed assets 
respectively when the transaction is recorded. The portion of the forward premium or discount on the contract relating to the period prior to consummation 
of the transaction is also recognized as an adjustment of the revenues, of the cost of good sold and of the fixed assets respectively when the 
transaction is recorded. 


The Company also enters into foreign exchange forward contracts and cross currency swaps to hedge its net investments in foreign subsidiaries. Foreign 
exchange translation gains and losses are deferred and recorded under translation adjustment. The forward premium or discount on forward foreign 
exchange contracts and the interest component of the cross currency swap is amortized as an adjustment of interest expense over the term of the 
forward contract. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of significant accounting policies (cont'd) 


(i) 


(k 


— 


(1) 


Derivative financial and commodity instruments (cont’d) 


The Company also enters into interest rate swaps in order to manage the impact of fluctuating interest rates on its short-term and long-term debt. These 
swap agreements require the periodic exchange of payments without the exchange of the notional principal amount on which the payments are based. 
The Company designates its interest rate hedge agreements as hedges of the underlying debt. Interest expense on the debt is adjusted to include the 
payments made or received under the interest rate swaps. 


The Company also entered into a commodity swap to manage a portion of its Canadian natural gas exposure. The Company is commited to exchange, 
on a monthly basis, the difference between a fixed price and a floating Canadian natural gas price index. The Company designated its commodity hedge 
agreements as a hedge of the natural gas cost. Natural gas cost is adjusted to include the payments made or received under the commodity hedge 
agreements. 


Realized and unrealized gains or losses associated with derivative instruments, which have been terminated or cease to be effective prior to maturity, are 
deferred under other current or non-current assets or liabilities on the balance sheet and recognized in income in the period in which the underlying 
hedged transaction is recognized. In the event a designated hedged item is sold, extinguished or matures prior to the termination of the related 
derivative instrument, any realized or unrealized gain or loss on such derivative instrument is recognized in income. 


Employee future benefits 
i) Pensions 


Pension costs are determined using actuarial methods and are funded through contributions determined in accordance with the projected benefit 
method pro rated on service. Pension expense is charged to operations and includes: 


- The cost of pension benefits provided in exchange for employees’ services rendered during the year; 


- The amortization of the initial net transition asset on a straight-line basis over the expected average remaining service life of the employee 
group covered by the plans; 


- The amortization of prior service costs and amendments on a straight-line basis over the expected average remaining service life of the 
employee group covered by the plans; and 


- The interest cost of pension obligations, the expected return on plan assets, and the amortization of cumulative unrecognized net 
actuarial gains and losses in excess of 10% of the greater of the benefit obligation or fair value of plan assets over the expected average 
remaining service life of the employee group covered by the plans. For the purpose of calculating the expected return on plan assets, those 
assets are valued at market-related value. 


ii) Other postretirement benefits 


The Company accrues the cost of postretirement benefits other than pensions. These benefits, which are funded by the Company as they become 
due, include life insurance programs and medical benefits. The Company amortizes the cumulative unrecognized net actuarial gains and 
losses in excess of 10% of the projected benefit obligation over the expected average remaining service life of the employee group covered by 
the plans. 


Environmental expenditures 


Environmental expenditures that relate to current operations are expensed or capitalized as appropriate. Expenditures that relate to an existing 
condition caused by past operations and which are not expected to contribute to current or future operations are expensed. Liabilities are 
recorded when environmental assessments and/or remedial efforts are likely, and when the costs, based on a specific plan of action in terms of the 
technology to be used and the extent of the corrective action required, can be reasonably estimated. 


(m) Reclassifications 


Certain reclassifications have been made to prior years’ amounts to conform with the basis of presentation adopted in the current year. 


2. Accounting changes 


The Company has made certain changes in accounting policies to conform to new accounting standards. 


(a) Goodwill and other intangible assets 


(b 


In August 2001, the Canadian Institute of Chartered Accountants ("CICA") issued Handbook Section 3062, Goodwill and Other Intangible Assets. 
Under Section 3062, goodwill is not amortized and is tested for impairment annually, or more frequently if events or changes in circumstances 
indicate that the asset might be impaired. The impairment test is carried out in two steps. In the first step, the carrying amount of the reporting unit 
is compared with its fair value. When the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not 


’ to be impaired and the second step of the impairment test is unnecessary. The second step is carried out when the carrying amount of a reporting 


— 


unit exceeds its fair value, in which case the implied fair value of the reporting unit's goodwill is compared with its carrying amount to measure the 
amount of the impairment loss, if any. When the carrying amount of a reporting unit’s goodwill exceeds the implied fair value of the goodwill, an 
impairment loss is recognized in an amount equal to the excess and is presented as a separate line item in the income statement before 
extraordinary items and discontinued operations. 


Intangible assets acquired in business combinations and intangible assets acquired individually or with a group of other assets, which have 
indefinite lives, are not amortized, and are tested for impairment annually, or more frequently if events or changes in circumstances indicate that the 
asset might be impaired. The impairment test compares the carrying amount of the intangible asset with its fair value, and an impairment loss is 
recognized in income for the excess, if any. Intangible assets with definite useful lives are amortized over their useful life. 


The Company has adopted Section 3062 effective January 1, 2002. As of the date of adoption, the Company had unamortized goodwill of 
$2,470.7 million. In accordance with the requirements of Section 3062, this change in accounting policy is not applied retroactively and the 
amounts presented for prior periods have not been restated for this change. This change in accounting policy resulted in a reduction in 
amortization expense related to goodwill of $57.0 million (net of taxes of $10.3 million) for the year ended December 31, 2002. The following 
summarizes the effect of the accounting change if it had been applied retroactively: 


2002 2001 2000 

Net income, as reported in the consolidated statements of income $ 279.3 $ 22.4 $ 295.4 

Goodwill amortization, net of income taxes — a et i= PES ae ree 614 ne coe 0):5: 

Net income, adjusted $ 279.3 $ 83.8 $ 355.9 
Earnings per share, adjusted: 

Basic $ 1.78 $ 0.44 $ 2.35 

Diluted $ 1.76 $ 0.43 $ DSi 


The Company conducted the first step of the transitional and annual goodwill impairment test and, based on these tests, determined that there is no 
impairment. 


Foreign currency translation 


In November 2001, the CICA approved the modification of Section 1650 of the CICA handbook, Foreign Currency Translation, to eliminate the 
deferral and amortization of foreign currency translation gains and losses on long-lived monetary items. The Company adopted the new 
recommendations effective January 1, 2002 and its adoption has been applied retroactively. The effect of adopting the new recommendations did not 
have a significant impact on the consolidated balance sheet and consolidated statements of income and retained earnings and cash flows as at 
December 31, 2002. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


2. Accounting changes (cont’d) 
(c) Stock-based compensation 


Effective January 1, 2002, the Company adopted the new recommendations of CICA Handbook Section 3870, Stock-based Compensation and 
Other Stock-based Payments. This Section establishes standards for the recognition, measurement and disclosure of stock-based compensation 
and other stock-based payments made in exchange for goods and services. These new recommendations require that compensation for all awards 
made to non-employees and certain awards made to employees, including stock appreciation rights, direct awards of stock and awards that call for 
settlement in cash or other assets, be measured and recorded in the financial statements at fair value. This Section also sets out a fair value based 
method of accounting for stock options issued to employees and applies to awards granted on or after January 1, 2002. 


The Company, as permitted by Section 3870, has chosen to continue its existing policy of recording no compensation cost on the grant of stock options 
to employees. Any consideration paid by employees on exercise of stock options is credited to capital stock. For the employee share plans, the Company’s 
contribution on the employee's behalf is recognized as a compensation expense. Any consideration paid by employees on purchase of stock is 
credited to capital stock. 


3. Restructuring and other charges 

In 2002, the Company reported restructuring and other charges of $19.6 million. The charges are detailed as follows and discussed below: 

- 2002 initiatives amount to $46.4 million, while overspending on 2001 initiatives stands at $13.3 million for total costs of $59.7 million. 

- The reversal of unused reserves for restructuring from 2001 amounts to $40.1 million and was applied against the 2002 charges. 
In 2001, the Company recorded restructuring and other charges of $270.0 million, net of a $3.2 million reversal from the 2000 initiatives. 
2002 restructuring initiatives: 
In 2002, the Company has initiated new restructuring initiatives in France due to difficult market conditions, severe price competition and a decrease in 
sales volume. In addition, reduction in force programs were initiated in North America and will be completed in 2003. This initiative to reduce 
headcount was the result of volume declines in certain business segments and overlapping activities across the platform. 
The charges of $46.4 million consist of $6.5 million totally utilized in 2002 relating to impaired property, plant and equipment, $30.0 million in 
workforce reduction costs and other restructuring charges (of which $5.9 million was utilized in 2002), and $9.9 million mostly for the write-down of the 
investment in Q-Media Services Corporation, which went into receivership at the end of 2002. The.$30 million in workforce reduction costs and other 
restructuring charges includes $18.6 million for France and $8.6 million for North America. 
As at December 31, 2002, 545 employees had been terminated under these new restructuring initiatives and 364 are expected to be terminated in 2003. 


2001 and 2000 restructuring initiatives: 


As at December 31, 2002, the restructuring initiatives announced in 2001 were substantially completed. Nearly 3,000 employees’ positions were 
eliminated, 10 facilities closed and more than 30 pieces of equipment have been successfully relocated. 


In 2002, the Company utilized $73.3 million from restructuring reserves set up for 2001 initiatives; a cash portion of $66.0 million for severance 
payments for employee terminations and other restructuring charges, $5.9 million for other special charges and a non-cash portion of $1.4 million for 
additional plant and equipment write-downs. These costs do not reflect the progress of the restructuring due to trailing severance payments, future lease 
payments and other delayed exit costs. 


The continuation of a contract with a customer, previously expected to be terminated, is providing sufficient work to utilize equipment originally targeted 
for shutdown. As a result, the Company decided to stop one plant shutdown which mainly explains the balance of the 2001 restructuring reserve 
reversed in 2002 of $40.1 million consisting of $18.4 million of asset impairments and $21.7 million for related restructuring charges. In 
addition, the execution of the 2001 initiatives resulted in an overspending of $13.3 million recorded in the 2002 restructuring and other charges. 


In 2001, in response to difficult market conditions, the Company had committed itself to restructuring initiatives aimed at eliminating 
non-competitive assets and consolidating its platform into fewer facilities. These initiatives focused the Company's efforts on reducing operating 
expenses and maximizing capacity utilization in larger and more specialized facilities. 


3. Restructuring and other charges (cont’d) 


2001 and 2000 restructuring initiatives (cont'd): 


Therefore, the Company recorded restructuring and other charges of $273.2 million. The restructuring plan consisted of $114.0 million relating 
primarily to impaired property, plant and equipment as a result of planned facility closures, together with other associated closure costs, 
$115.5 million in workforce reduction costs resulting from planned closures and other headcount reductions and other restructuring charges, and 
$43.7 million of other related restructuring and exit costs. 


The other special charges of $43.7 million included an additional charge of $13.1 million relating to an increase in costs associated with implementing 
the 1999 restructuring plan, to the costs of exiting unfavourable contracts, and the write-down of investments to their expected realizable value. 


In 2001, the Company utilized $179.7 million of the restructuring and other charges which consisted of $31.0 million for employees terminated during 
2001 and other restructuring charges, $114.0 million for facility closings and $34.7 million for other special charges. 


In 2000, as a result of changing market conditions, and particularly strong growth in North American volumes, the Company decided not to implement 
some planned facility closures, but concluded that other restructuring initiatives relating to Europe, and its digital strategy should be recorded. These 
initiatives consisted of $10.1 million of asset write-downs, utilized in 2000, and $17.9 million of severance costs, of which $3.4 million was utilized in 
2000 with the balance being utilized in 2001. 


Continuity of the reserve for restructuring and other charges: 


The following table sets forth the Company’s 2002 restructuring reserve and activities against the reserves carried forward from 2001: 


Write-down Restructuring Other special 
of assets _ charges charges 
Balance as at December 31, 2001 $ 16.6 $ 98.5 $ 10.8 $ 125.9 
Overspending of 2001 initiatives 1.4 10.6 il 3} 13.3 
New initiatives in 2002 6.5 30.0 9.9 46.4 
Reversal Cash - (18.5) (3.2) (21.7) 
Non-Cash (16.6) - (1.8) (18.4) 
(8.7) 22.1 6.2 19.6 
2001 reserve utilized in 2002 Cash - (66.0) (5.9) (71.9) 
Non-Cash (1.4) — - (1.4) 
2002 reserve utilized in 2002 Cash - (5.9) - (5.9) 
Non-Cash (6.5) ~ (9.9) (16.4) 
(7.9) (71.9) (15.8) (95.6) 
Foreign currency changes - 1.3 - 1.3 
Balance as at December 31, 2002 $ - $ 50.0 $ 1.2 $ 51.2 


Financial expenses 


2002 2001 2000 
Interest on long-term debt and convertible notes $ 146.1 $ 173.2 $ 189.5 
Interest on short-term debt 5.6 UF 6.2 
Securitization fees 15.6 28.9 S3'2 
Amortization of deferred financing costs 3.5 45 8.3 
Exchange losses (gains) 3.4 (2.2) (2.2) 
174.2 2116 235.0 
Interest capitalized to the cost of equipment (4.0) (2.8) . (3.5) 
$ 170.2 $ 208.8 $ ZBI 
Cash interest payments $ 165.1 $ 199.7 $ 228.1 
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5. 


Income taxes 


The domestic and foreign components of income before income taxes are as follows: 


2002 2001 2000 
Domestic $ 5.1 $ 10.4 $ 39.2 
Foreign ene BEA 367.9 128.6 456.8 
$ 373.0 $ 139.0 $ 496.0 
Total income tax expense was allocated as follows: 
2002 2001 2000 
Income taxes ‘ $ 90.9 $ 52.0 $ 13737 
Goodwill amortization - (5.2) (30) 
Shareholders’ equity: 
Share issue expenses _ (2.3) - 
___ Dividends on preferred shares _ 3.0 wea = 
$ 93.9 $ 46.6 $ 134.0 
Income tax expense (recovery) attributable to income consists of: 
2002 2001 2000 
Current: 
Domestic $ 3.1 $ BIA $ (4.4) 
Foreign ee Pe 31.1 67.7 50.3 
34.2 94.8 45.9 
Future: 
Domestic (17.2) (7.1) 44 
Foreign ee 73.9 (35.7) 87.4 
7 a ; b 56.7 (42.8) 91.8 
$ 90.9 $ 52.0 $ 1STat 


The following table reconciles the difference between the domestic statutory tax rate and the effective tax rate used by the Company in the determination of 
net income: 


2002 2001 2000 
Domestic statutory tax rate 37.2 % 40.4% 41.5% 
Effect of foreign tax rate differences = : ¥ (14.0) (6.0) (13.5) 
International rates 23.2 34.4 28.0 
Increase (reduction) resulting from: 
Change in valuation allowance 1.8 10.1 (0.5) 
Permanent differences (4.7) (15.6) (2.8) 
Large corporation and American state taxes 1.5 Sif 27 
MOMs Re e a > pata 2.6 2.8 0.9 
Effective tax rate 24.4 % 37.4% 27.8% 
Income taxes (received) paid $ 3.6 $ 114.7 $ SIT 


5. 


Income taxes (cont’d) 


The tax effects of significant items comprising the Company's net future tax liability are as follows: 


Future tax assets: 
Operating loss carryforwards . $ 92.4 $ 60.7 
Tax credit carryforwards 10.8 42.4 
Accounts receivable 19.4 1357, 
Acquisition and restructuring reserves 30.0 45.1 
Pension, postretirement and workers compensation benefits 50.9 68.8 
Accrued compensation 12.7 19.9 
Other a, Ae dm a: 85.3 03.9 
Gross future tax assets : Ca Se — 314.5 
Future tax liabilities: 
Property, plant and equipment (391.2) (328.1) 
Capital leases (26.4) (28.9) 
Goodwill and other assets (17.3) = 
Other 3 ecto (14.8) (86.2) 
Gross future tax liabilities : Pre (509.5) ie (443.2) 
Valuation allowance f casi, Ma ' : __ (55.9) pen (47:3) 
Net future tax liability (263.9) (176.0) 
Less current portion of future tax asset rn ¥ Penis 27.8 ; 58.0 
Future tax liability $ (291.7) $ (234.0) 


The 2002 and 2001 amounts above include a valuation allowance of $55.9 million and $47.3 million respectively, relating to loss carryforwards and other 
tax benefits available. The valuation allowance for future tax assets as of January 1, 2001 was $34.9 million. The net change in the total valuation allowance 
for the years ended December 31, 2002 and 2001 was explained by $6.8 million and $14.1 million respectively, allocated to income from operations. 


Subsequent recognized tax benefits relating to the valuation allowance for future tax assets as of December 31, 2002 will be allocated as follows: 


Income tax benefit that would be reported in the consolidated statement of income $ Sou 
Goodwill waite ; ; Sar BT 
$ 55.9 


At December 31, 2002, the Company had net operating loss carryforwards for income tax purposes available to reduce future taxable income of 
$175.7 million, expiring from 2003 to 2017, and $132.5 million which can be carried forward indefinitely. The Company also has state net 
operating losses and tax credits of $238.1 million in the United States, which expire from 2004 to 2020. 


The Company has not recognized a future tax liability for the undistributed earnings of its subsidiaries in the current and prior years because the 
Company currently does not expect those unremitted earnings to reverse and become taxable to the Company in the foreseeable future. A future tax 
liability will be recognized when the Company expects that it will recover those undistributed earnings in a taxable manner, such as through receipt of 
dividends or sale of the investments. Such liability is not reasonably determinable at the present time. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


6. Earnings per share 


Basic earnings per share are calculated by dividing net income available to holders of equity shares by the weighted daily average number of equity shares 
outstanding during the year. Net income available to holders of equity shares is computed by subtracting dividends on the preferred shares from net income. 


Diluted earnings per share are calculated by using the weighted average number of equity shares outstanding adjusted to include potentially dilutive effect 
of convertible notes and stock options. 


The following table sets forth the computation of basic and diluted earnings per share: 


2002 2001 2000 

Net income available to holders of equity shares $ 250.4 $ 0.5 $ 285.3 
Income impact on assumed conversion 

of convertible notes, net of applicable income taxes 4.8 - 45 
Net income adjusted for dilution effect $ 255.2 $ 0.5 $ 289.8 
(In millions) 
Weighted average number of equity shares outstanding 140.7 142.2 147.0 
Effect of dilutive convertible notes and stock options f 4.7 0.8 4.7 
Weighted average number of diluted equity shares outstanding 145.4 143.0 Sia 
Earnings per share: 

Basic $ 1.78 $ - $ 1.94 

Diluted $ 1.76 $ = $ 1.91 


In 2001, diluted net income available to holders of equity shares does not include the effects of the convertible notes as the effect of their inclusion 
was anti-dilutive. 


7. Business acquisitions and disposals 
(a) Acquisitions 


During the years ended December 31, 2002, 2001 and 2000, the Company acquired the following businesses, which have been accounted for by 
the purchase method, and earnings are included in the consolidated statements of income since the date of acquisition. 


2002 


In March 2002, the Company purchased all of the issued and outstanding shares of European Graphic Group S.A. (“E2G”), a subsidiary of Hachette 
Filipacchi Medias in France, for a cash consideration of $3.3 million. The purchase price will be adjusted by contingent considerations of a 
maximum of 6.1 million Euro ($6.4 million), based on achieving a specific performance level, and will be payable in 2004 and 2007. The contingent 
considerations, if any, will be recorded as an increase of the fixed assets. E2G owns printing and bindery facilities in France and Belgium and a 50% 
ownership of Bayard Hachette Routage in France. No goodwill resulted from this acquisition. The allocation purchase price process was not 
completed as at December 31, 2002 and the amounts assigned to the assets and liabilities may be subsequently adjusted. 


During the year, the Company also acquired minority interests in North America and Europe for a cash consideration of $4.5 million for which 
$1.3 million has been recorded in goodwill. 


7. Business acquisitions and disposals (cont’d) 
(a) Acquisitions (cont'd) 
2001 
In February 2001, the Company acquired a 70% controlling interest in Espacio Y Punto, in Spain, for a cash consideration of $8.2 million. 
In March 2001, the Company acquired a 75% controlling interest in Grafica Melhoramentos, in Brazil, for a cash consideration of $3.3 million. 


In March 2001, the Company also acquired minority interests in its Latin American operations for a cash consideration of $15.0 million, a 
convertible subordinated debenture of $6.0 million and a promissory note of $2.0 million. 


In July 2001, the Company acquired all of the issued and outstanding shares of Retail Printing Corporation, in Massachusetts, United States, to expand 
its North American retail network for a cash consideration of $97.6 million. 


In August 2001, the Company purchased manufacturing assets of Grupo Serla, in Mexico, for a cash consideration of $13.0 million. 
During the year, the Company also completed other business acquisitions complementary to its operations for a cash consideration of $1.8 million. 


Goodwill recognized in those transactions amounted to $98.7 million and was assigned to the North America, Europe and Latin America segments 
in the amounts of $85.7 million, $8.4 million and $4.6 million, respectively. 


2000 


During 2000, the Company completed the purchase price allocation of World Color Press (“WCP”) acquired in 1999 and adjusted the assets and 
liabilities by $78.6 million. The adjustment related to the impairment of assets resulted in a write-off of $52.1 million. Other costs included 
$21.3 million for plant shutdowns, $7.3 million related to workers’ compensation which was based on underestimated claims, $21.2 million for 
contract termination and write-down of related assets and $23.3 million for other reserves recorded at acquisition. The tax impact on these 
adjustments was $46.6 million. 


During 2000, the Company paid an amount of $1.0 million for the adjustment in the purchase price of prior years’ business acquisitions in the 
United States and in Peru. This amount was accounted for as an increase of goodwill. In addition, the Company acquired the remaining minority 
interest in Inter-Routage in France for an amount of $4.3 million. 


Net assets acquired at fair value: 


2002 2001 2000 
Assets acquired: 
Cash and cash equivalent $ 7.5 $ 1.8 $ - 
Non-cash operating working capital 1.0 3.4 - 
Property, plant and equipment 63.6 73.8 (56.5) 
Goodwill 1.3 98.7 (Al 
Other assets - 0.8 (8.3) 
Future income taxes - - Layeth 
Minority interest 3.2 (2 2.3 
Liabilities assumed: 
Bank indebtedness - ES - 
Non-cash operating working capital deficiency - - 32.0 
Long-term debt 55.5 Sie? - 
Other liabilities 4.8 0.4 33.4 
Future income taxes 0.1 Sil - 
Convertible notes - - (4.3) 
Minority interest 4 = 8.4 - a, ee 
Net assets acquired $ 7.8 $ 148.7 $ hs 
Consideration: 
Cash $ 7.8 $ 140.7 $ 53 
Issuance of convertible subordinated debenture and promissory note - 8.0. eieesy 
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7. Business acquisitions and disposal (cont’d) 
(b) Disposals 


In August 2000, the Company sold the operating assets of its North American CD-Rom replication business for a total consideration of 
$68.0 million. The sale price was comprised of $47.0 million of cash and $21.0 million in special warrants and promissory notes convertible into 
the buyer’s, Q-Media Services Corporation, shares. The Company realized a gain amounting to $13.4 million which was recorded as a reduction of 
selling, general and administrative expenses. 


8. Trade receivables 
Asset securitization 


During 2002, the Company sold, with limited recourse, a portion of its Canadian trade receivables on a revolving basis under the terms of a Canadian 
securitization agreement dated March 1998 (the “Canadian Program”). The Canadian Program limit is Cdn $125.0 million ($79.6 million). As at 
December 31, 2002, the amount outstanding under the Canadian Program was Cdn $125.0 million ($79.6 million) (Cdn $116.0 million 
($72.9 million) as at December 31, 2001). 


During 2002, the Company also sold, with limited recourse, a portion of its US trade receivables on a revolving basis under the terms of a US 
securitization agreement dated December 1999 (the “US Program”). The US Program limit is $510.0 million. As at December 31, 2002, the amount 
outstanding under the US Program was $435.0 million ($500.0 million as at December 31, 2001). 


During 2002, the Company also sold, with limited recourse, a portion of its French and Spanish trade receivables on a revolving basis under the terms 
of a European securitization agreement dated June 2001 ( the “European Program”). The European Program limit is 153.0 million Euro ($159.5 million). 
As at December 31, 2002, the amount outstanding under the European Program was 129.5 million Euro ($135.0 million) (140.4 million Euro 
($124.1 million) as at December 31, 2001). 


The Company has retained the responsibility for servicing, administering and collecting trade receivables sold. No servicing asset or liability has been 
recorded, since the fees the Company receives for servicing the receivables approximate the related costs. 


At December 31, 2002, an aggregate of $747.2 million ($802.0 million as at December 31, 2001) of accounts receivable have been sold under the 
three programs, of which $97.5 million ($105.0 million as at December 31, 2001) were kept by the Company as a retained interest, resulting in a net 
aggregate consideration of $649.7 million ($697.0 million as at December 31, 2001) on the sale. The retained interest is recorded in the Company's 
accounts receivable, and its fair market value approximates its cost given the short nature of the collection period of the accounts receivable sold. The 
rights of the Company on the retained interest are subordinated to the rights of the investors under the programs. There is no recourse under the 
programs on the Company’s other assets for failure of debtors to pay when due, other than the retained interest of the Company. 


Securitization fees vary based on commercial paper rates in Canada, the United States and Europe and, generally, provide a lower effective funding cost 
than available under the Company’s bank facilities. 


Proceeds from revolving sales between the securitization trusts and the Company in 2002 total $4.5 billion ($4.5 billion in 2001). 


9. Inventories 


2002 2001 


Raw materials and supplies $ 234.0 $ 203.1 
Work in process phyve a 175.4 174.0 


$ 409.4 $ Sil Ca 


10. Property, plant and equipment 


11. 


fee 


Accumulated Net book 
Cost depreciation value 

December 31, 2002 
Land $ 83.4 $ = $ 83.4 
Buildings and leasehold improvements 783.7 172.3 611.4 
Machinery and equipment 3,433.6 1,605.7 1,827.9 
Projects under development 87.9 - 87.9 
$ 4,388.6 $ 1,778.0 $ 2,610.6 

December 31, 2001 
Land $ 81.3 $ = $ 81.3 
Buildings and leasehold improvements 729.4 147.8 581.6 
Machinery and equipment 3,181.7 1,355.9 1,825.8 
Projects under development 145.3 ~ 145.3 
Se GE WET Sel 0Sai, $. 2634.0 


As at December 31, 2002, the cost of property, plant and equipment and the corresponding accumulated depreciation balance included amounts of 
$355.0 million ($292.5 million as at December 31, 2001) and $189.3 million ($148.8 million as at December 31, 2001) respectively, for the assets 
held under capital leases. Depreciation expenses of property, plant and sila held under capital leases amounted to $19.4 million in 2002 
($17.5 million in 2001 and $16.0 million in 2000). 


Goodwill 


The changes in the carrying amount of goodwill for the year ended December 31, 2002 are as follows: 


North Latin 
America Europe America Total 
Balance as at December 31, 2001 Cy PRGY IS 270.8 $ 18.4 CS PULATAO LT 
Goodwill acquired during the period 0.3 1.0 - 1.3 
Foreign currency changes 0.5 53.0 (11.2) $4 42.3 : 
Balance as at December 31, 2002 $ 2,182.3 $ 324.8 $ 7.2 $ 2,514.3 
Long-term debt 
Maturity 2002 2001 
Revolving bank facility $1.0 B (a) 2005-2007 $ 34.8 $ 267.9 
Commercial paper (b) 2005-2007 101.9 147.0 
Senior debentures 7.25% (c) 2007 150.0 150.0 
Senior debentures 6.50% (d) 2027 150.0 150.0 
Senior Notes 8.375% (e) 2008 258.5 258.6 
Senior Notes 7.75% (f) 2009 292.8 291.7 
Senior Notes 8.42% and 8.52% (g) 2010, 2012 250.0 250.0 
Senior Notes 8.54% and 8.69% (h) 2015, 2020 121.0 121.0 
Senior Notes 7.20% (i) 2006 250.0 250.0 
Other debts and capital leases (j) 2003-2016 98.1 ane = 132.7 
1,707.1 2,018.9 
Less current portion ' 38.5 a. —_ 57.0 
$ 1,668.6 $ 1,961.9 
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12. Long-term debt (cont'd) 


(a) 


— 
lox 
= 


In April 2002, the Company restructured its existing revolving bank facility composed of three tranches. The first and the second tranches of 
$250.0 million each mature in 2005, while the third tranche of $500.0 million matures in 2007. All tranches are fully revolving until their maturity 
dates. The Company paid fees for the unused portion of $1.0 million in 2002 ($0.9 million in 2001). The credit agreement contains certain restrictions, 
including the obligation to maintain certain financial ratios. The facility can be used for general corporate purposes and as liquidity back-up for the Company's 
commercial paper program. 


The revolving bank facility bears interest at variable rates based on LIBOR or Bankers’ Acceptances rates. At December 31, 2002, the drawings under 
this facility are denominated in dollars only and bear interest at 2.17%. 


At December 31, 2002, Cdn $156.4 million ($99.6 million) (Cdn $226.3 million ($142.3 million) as at December 31, 2001) and $2.3 million 
($4.7 million as at December 31, 2001) of notes are outstanding under the Commercial paper program bearing interest at rates ranging from 2.85% 
to 3.30% in Canadian dollars and 1.86% in dollars. The program limit is $350.0 million. At December 31, 2002, the Commercial paper program 
was Classified as long-term, since the Company has the ability and the intent to maintain such debt on a long-term basis and has long-term bank 
facilities available (see (a) above) to replace such debt, if necessary. Included in the outstanding balance is an amount of Cdn$10.0 million 
($6.4 million) held by an affiliated company. 


The senior debentures mature on January 15, 2007. 
The senior debentures mature on August 1, 2027 and are redeemable at the option of the holder at their par value on August 1, 2004. 


The Senior Notes mature on November 15, 2008 and are redeemable at the option of the Company at a decreasing premium between November 2003 
and November 2006, and thereafter at par value until their final maturity. The notes were issued by WCP for an original aggregate principal of 
$300.0 million. They were subsequently revalued in order to reflect their fair value at the time WCP was acquired, based on the Company's borrowing 
rate for similar financial instruments. During 2000, the Company repurchasec in the open market $42.4 million face value thereof. The aggregate 
principal amount of the notes, as at December 31, 2002, is $257.6 million ($257.6 million as at December 31, 2001). In August 2001, the Company 
obtained the consent from the noteholders to generally conform the restrictions on the Notes with the Company’s other Senior Public Debentures. At 
the same time, the Notes which were Senior Subordinated Notes became Senior Notes. 


The Senior Notes mature on February 15, 2009. The aggregate principal amount of the notes is $300.0 million and the notes are redeemable at the 
option of the Company at a decreasing premium between February 2004 and February 2007, and thereafter at par value until their final maturity. The 
notes were issued by WCP and revalued in order to reflect their fair value at the time WCP was acquired based on the Company’s borrowing rate for 
similar financial instruments. In August 2001, the Company obtained the consent from the noteholders to generally conform the restrictions on the 
Notes with the Company's other Senior Public Debentures. At the same time, the Notes which were Senior Subordinated Notes became Senior Notes. 


In July 2000, the Company issued Senior Notes for a principal amount of $250.0 millionscomprised of two tranches. The first tranche of 
$175.0 million matures on July 15, 2010 while the second tranche of $75.0 million matures on July 15,2012. These notes contain certain restrictions 
which are generally less restrictive than those of the revolving bank facility. 


In September 2000, the Company issued Senior Notes for a principal amount of $121.0 million comprised of two tranches. The first tranche of 
$91.0 million matures on September 15, 2015 and the second tranche of $30.0 million matures on September 15, 2020. These notes contain 
certain restrictions which are generally less restrictive than those of the revolving bank facility. 


In March 2001, the Company issued Senior Notes for a principal amount of $250.0 million maturing in March 2006. A portion of $33.0 million of the 
Notes bears a floating interest rate, but has been swapped to fixed at the same rate as the coupon on the fixed rate portion (see Note 18 (c)). These 
Notes contain certain restrictions which are generally less restrictive than those of the revolving bank facility. 


Other debts and capital leases are partially secured by assets. An amount of $37.6 million ($38.6 million as at December 31, 2001) is denominated 
in Euro currency, an amount of $18.9 million ($18.8 million as at December 31, 2001) is denominated in British pounds and an amount of 
$4.9 million ($5.1 million as at December 31, 2001) in Swedish krona. At December 31, 2002, these debts and capital leases bear interest at rates 
ranging from 0% to 10.26%. 


The Company was in compliance with all significant debt covenants at December 31, 2002. 


12. Long-term debt (cont’d) 


13. 


14. 


Principal repayments on long-term debt are as follows: 


2003 $ 38.5 
2004 18.8 
2005 10.7 
2006 ; 258.3 
2007 290.5 
2008 and thereafter 1,090.3 
Other liabilities 
2002 2001 
Pension liability $ 58.3 $ 2a 
Postretirement benefits 65.8 65.6 
Reserve for unfavourable leases acquired 35.6 42.3 
‘Workers’ compensation accrual 18.3 24.0 
Reserve for environmental matters 16.3 16.8 
Other » 34.6 ‘ 24.2 
$ 228.9 $ 245.6 


Convertible notes 


Maturity 2002 2001 

Convertible senior subordinated notes 6.00% (a) 2007 $ 109.0 $ 107.3 
Convertible subordinated debentures 7.00% (b) 2004 6.0 eo 6.0 
$ 115.0 $ ApS} 


(a) The convertible senior subordinated notes mature on October 1, 2007. The notes were issued by WCP and revalued in order to reflect their fair 
value at the time WCP was acquired based on the Company’s borrowing rate for similar financial instruments. The equity component of the notes, which 
corresponds to the option of the holder to convert the notes into equity shares of the Company, was valued at the date of acquisition and classified as 
additional paid-in capital. Since the acquisition of WCP by the Company, each $1,000 tranche is convertible into 30.5884 Subordinate Voting Shares 
of the Company which corresponds to a price of $26.24 per share and $197.25 in cash. The notes are convertible at the option of the holder at any 
time, and redeemable at the option of the Company at a decreasing premium from October 2000 to the final maturity. Certain conditions applied to a 
redemption between October 2000 and October 2002. Pursuant to the terms of the convertible notes, the Company repurchased $7.6 million of the 
notes in 1999 following a tender offer at par for 100% of the face value of $151.8 million. The Company subsequently repurchased notes in the open 
market in 2000 for the principal amount of $24.7 million thereof. The aggregate principal amount of the notes, as at December 31, 2002, is 
$119.5 million ($119.5 million as at December 31, 2001). The number of equity shares to be issued upon conversion of the convertible notes would 
be 3,656,201. 


(b) In March 2001, a subsidiary of the Company issued convertible subordinated debentures maturing in May 2004. These debentures are convertible in 
subordinate voting shares of the Company at a conversion price of $25.00 per share. The debentures are not redeemable prior to maturity. The 
number of equity shares to be issued upon conversion of the debentures would be 240,000. 
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15. Capital stock 


(a) Authorized capital stock 


Equity shares: 


Multiple Voting Shares, authorized in an unlimited number, without par value, carrying ten votes per share, convertible at any time into Subordinate 
Voting Shares on a one-to-one basis. 


Subordinate Voting Shares, authorized in an unlimited number, without par value, carrying one vote per share. 


Preferred shares, authorized in an unlimited number, without par value, issuable in series; the number of preferred shares in each series and the 
related characteristics, rights and privileges are to be determined by the Board of Directors prior to each issue. 


The Series 2 Cumulative Redeemable First Preferred Shares were entitled to a fixed cumulative preferential cash dividend of Cdn $1.25 per share per 
annum, payable quarterly from March 1, 1998 to November 30, 2002, if declared. Since then, the annual dividend represents a floating adjustable 
cumulative preferential cash dividend based on prime rate and payable on a monthly basis, if declared. These preferred shares are redeemable in whole 
but not in part, at the Company's option, on December 1, 2002 at Cdn $25.00 per share and, subsequent to December 1, 2002, at Cdn $25.50. On 

December 1, 2002, and at every 5th anniversary thereafter, these preferred shares may be converted into Series 3 Cumulative Redeemable First Preferred 
Shares under certain conditions. 


The Series 3 Cumulative Redeemable First Preferred Shares are entitled to a fixed cumulative preferential cash dividend of Cdn $1.5380 per share per 
annum, payable quaterly from December 1, 2002 to November 30, 2007. Thereafter, a new fixed cumulative preferential cash dividend will be set by 
the Company for another five-year period. On December 1, 2007, and at every 5th anniversary thereafter, these preferred shares may be 
converted into Series 2 Cumulative Redeemable First Preferred Shares under certain conditions. 


The Series 4 Cumulative Redeemable First Preferred Shares are entitled to a fixed cumulative preferential cash dividend of Cdn $1.6875 per share per 
annum, payable quarterly, if declared. On and after March 15, 2006, these preferred shares are redeemable at the option of the Company at 
Cdn$25.00, or with regulatory approval, the preferred shares may be converted into equity shares by the Company. On and after June 15, 2006, these 
preferred shares may be converted at the option of the holder into equity shares, subject to the right of the Company prior to the conversion date to redeem 
for cash or find substitute purchasers for such preferred shares. 


The Series 5 Cumulative Redeemable First Preferred Shares are entitled to a fixed cumulative preferential cash dividend of Cdn $1.725 per share per 
annum, payable quarterly, if declared. On and after December 1, 2007, these preferred shares are redeemable at the option of the Company at 
Cdn$25.00, or with regulatory approval, the preferred shares may be converted into equity shares by the Company. On and after March 1, 2008, these 
preferred shares may be converted at the option of the holder into equity shares, subject to the right of the Company prior to the conversion date to redeem 
for cash or find substitute purchasers for such preferred shares. 


Each series of Preferred Shares ranks on a parity with every other series of Preferred Shares. 


(b) Issued and outstanding Subordinate Voting Shares 


(c 


~~ 


Pursuant to the acquisition of WCP in 1999, the Company issued 10,927 Subordinate Voting Shares in 2000 for a value determined at $23.61 per share 
based on an average market price before and after the date of the transaction. 


Issued and outstanding Redeemable First Preferred Shares 


In December 2002, the holders of the Series 2 Cumulative Redeemable First Preferred Shares elected to convert more than 11 million preferred 
shares into Series 3 Cumulative Redeemable First Preferred Shares. Consequently, in accordance with the Articles of the Company for these preferred 
shares, all remaining Series 2 Cumulative Redeemable First Preferred Shares were automatically converted into Series 3 Cumulative Redeemable First 
Preferred Shares. 


In February 2001, the Company issued 8,000,000 Series 4 Cumulative Redeemable First Preferred Shares for a cash consideration of Cdn 
$200.0 million ($130.2 million) before share issue expenses of Cdn $4.8 million ($3.1 million) recorded as a reduction of retained earnings. 


In August 2001, the Company issued 7,000,000 Series 5 Cumulative Redeemable First Preferred Shares for a cash consideration of 
Cdn $175.0 million ($113.9 million) before share issue expenses of Cdn $5.7 million ($3.7 million) recorded as a reduction of retained earnings. 


15. Capital stock (cont'd) 


(d) Share repurchase program 


In 2000, the Company initiated a normal course issuer bid for a maximum of 8,000,000 Subordinate Voting Shares over the period from April 6, 2000 
to April 5, 2001. During 2001, under this normal course issuer bid program, the Company had repurchased for cancellation 3,188,492 Subordinate 
Voting Shares for a net cash consideration of Cdn $114.9 million ($79.2 million). As at December 31, 2000, the Company had repurchased for 
cancellation 1,751,508 Subordinate Voting Shares for a net cash consideration of Cdn $59.2 million ($41.6 million). 


In 2001, the Company initiated another normal course issuer bid for a maximum of 8,800,000 Subordinate Voting Shares over the period from April 6, 
2001 to April 5, 2002. During 2002, under this normal course issuer bid program, the Company had repurchased for cancellation 148,500 Subordinate 
Voting Shares for a net cash consideration of Cdn $5.2 million ($3.5 million). As at December 31, 2001, the Company had repurchased for 
cancellation 3,543,700 Subordinate Voting Shares for a net cash consideration of Cdn $143.8 million ($98.2 million). 


16. Stock-based compensation 


(a) Employee share plans 


(b 


— 


The Employee Stock Purchase Plan gives eligible employees in the United States the opportunity to acquire shares of the Company's capital stock for 
up to 4% of their gross salaries and to have the Company contribute, on the employees’ behalf, a further amount equal to 17.5% of the total amount 
invested by the employee. The number of shares that may be issued and sold under this plan is limited to 2,000,000 Subordinate Voting Shares, 
subject to adjustments in the event of stock dividends, stock splits and similar events. At December 31, 2002, 6,199 employees (6,372 as at 
December 31, 2001) were participating in this plan. The total number of plan shares issued on behalf of employees, including the Company's 
contribution, was 468,267 in 2002, (270,843 in 2001) which represents compensation expenses amounting to $1.6 million in 2002 ($1.0 million in 
2001). 


The Employee Share Investment Plan gives eligible employees in Canada the opportunity to subscribe for up to 4% of their gross salaries to purchase 
shares of the Company’s capital stock and to have the Company invest, on the employee’s behalf, a further 20% of the amount invested by the 
employee. The number of shares that may be issued and sold under this plan is limited to 3,000,000 Subordinate Voting Shares, subject to adjustments 
in the event of stock dividends, stock splits and similar events. At December 31, 2002, 2,249 employees (2,072 as at December 31, 2001) were 
participating in this plan. The total number of shares issued on behalf of employees, under this plan, including the Company's contribution, was 117,162 
in 2002, (120,494 in 2001 and 121,975 in 2000), which represents compensation expenses amounting to $0.4 million in 2002 ($0.4 million in 
2001 and $0.3 million in 2000). 


Stock option plans 
Under stock option plans, a total of 7,602,049 Subordinate Voting Shares have been reserved for plan participants. As at December 31, 2002, the 
number of Subordinate Voting Shares related to the stock options outstanding was 3,525,376. The subscription price is equal to the share market 


price at the date the options were granted. The options may be exercised during a period not exceeding ten years from the date they have been granted. 


The number of stock options outstanding fluctuated as follows: 


2002 2001 2000 

Weighted Weighted Weighted 

average average average 

exercise exercise exercise 

- ; Options : _ price Options ; price aie ey Options a a. price 

Balance, beginning of year 4,563,330 $ 20.07 4,297,478 $ 19.73 4,127,254 $ 19.82 
Issued 474,321 22.51 651,276 22.01 252,495 20.68 
Exercised (525,069) 16.77 (385,424) 12.91 (82,271) Tati 
Cancelled . (987,206) 22.33 ee - - = 
Balance, end of year 3,525,376 $ 20.42 4,563,330 $ 20.07 4,297,478 $ 19.73 
Options exercisable, end of year 1,271,529 $ 19.54 2,444,969 $ 19.05 1,897,680 $ 17.83 
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16. Stock-based compensation (cont’d) 
(b) Stock option plans (cont'd) 


The following table summarizes information about stock options outstanding and exercisable at December 31, 2002: 


Options outstanding Options exercisable 

Weighted 

average 
remaining Weighted Weighted 
Number contractual average Number average 
Range of exercise prices outstanding life (in years) exercise price exercisable exercise price 
$9 -$12 60,004 ANAT $ 10.50 60,004 $ 10.50 
$12 -$15 31,992 1.15 13.21 31,992 13.24 
$15 - $18 752,707 Balls) 16.71 326,753 16.36 
$18 -$21 647,760 6.17 20.49 249,521 20.52 
$21 -$24 2,032,913 WAP POLAT 603,259 22.09 
3,525,376 6.89 $ 20.42 1,271,529 $ 19.54 


Had compensation cost been determined using the fair value based method at the date of grant for awards granted in 2002 under all plans, the 
Company's pro forma net income, earnings per share and diluted earnings per share would have been as presented in the table below. 


Pro forma net income $ 278.8 


Pro forma earnings per share: 
Basic $ 1.78 
Diluted $ 175 


The pro forma disclosure omits the effect of awards granted before January 1, 2002. These pro forma amounts include a compensation cost 
calculated using the Black-Scholes option pricing model with the following assumptions. 


Weighted-average grant date fair value of options $ 4.97 
Risk-free interest rate 4.48% - 5.07% 
Dividend yield 2% 
Expected volatility 25% 


Expected life 7 years 
17. Translation adjustment 
The change in the translation adjustment included in shareholders’ equity is the result of the fluctuation of the exchange rates on translation of net assets of 


self-sustaining foreign operations not denominated in US dollars and foreign exchange gains or losses related to derivative financial instruments used to hedge 
the net investments. 


18. Financial instruments and concentrations of credit risk 


(a) Fair value of financial instruments 


(b 


— 


The carrying values of cash and cash equivalents, trade receivables, receivables from related parties, bank indebtedness, trade payables and accrued 
liabilities approximate their fair values because of the short-term nature of these items. 


The following table summarizes the book value and fair value at December 31, 2002 and 2001 of those financial instruments having a fair value 
different from their book value as at December 31. The fair values of the financial liabilities are estimated based on discounted cash flows using 
year-end market yields of similar instruments having the same maturity. The fair values of the derivative financial instruments are estimated using 
year-end market rates, and reflect the amount that the Company would receive or pay if the instruments were closed out at these dates. 


2002 2001 
Book Value Fair Value Book Value Fair Value 

Financial liabilities 

Long-term debt $ (1,707.1) $ (1,861.5) $ (2,018.9) $ (2,073.9) 

Convertible notes (115.0) (123.8) (113.3) (119.5) 
Derivative financial instruments 

Interest rate swap agreements - (8.2) = (GTA) 

Foreign exchange forward contracts - (8.9) — (17.5) 

Cross currency interest rate swaps - (29.7) - 3.0 

Commodity swaps = = - (1.7) 


Including current portion 
Foreign exchange risk management 
The Company enters into foreign exchange forward contracts and cross-currency interest rate swaps to hedge the settlement of raw materials and 


equipment purchases, to set the exchange rate for foreign denominated sales and to manage its foreign exchange exposure on its net investments. The 
amounts of outstanding contracts at year-end, presented by currency, are included in the tables below: 


Foreign exchange forward contracts 


Currencies Notional Average Notional Average 
(sold / bought) amounts °) rate amounts °°? rate 
$/ Cdn $ 
Less than 1 year $ 116.2 0.6528 $ 124.1 0.6981 
Between 1 and 3 years 141.9 0.6269 115.6 0.6526 
Between 3 and 5 years 249.3 0.6213 - - 
Euro / $ 
Less than 1 year 30.6 1.0056 23-3 0.9155 
SEK / $ 
Less than 1 year 12.9 8.92 19.6 10.56 
GBP / Euro 
Less than 1 year 6.4 0.6370 13.3 0.6238 
Other 
Less than 1 year 31.9 - 39.8 - 


$ 589.2 $. 335.7 


) Transactions in foreign currencies translated into dollars using the closing exchange rate as at December 31, 2002 and 2001. 
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18. Financial instruments and concentrations of credit risk (cont'd) 


(b) Foreign exchange risk management (cont'd) 


Cross-currency interest rate swaps 


2002 2001 

Currencies Notional Average Notional Average 

(sold / bought) amounts ‘) rate amounts ‘”’ rate 
Euro / $ 

Less than 1 year $ 70.5 1.0760 $ Sik Pst 

Between 1 and 3 years 119.8 1.0961 81.7 1.1144 
SEK / $ 

Less than 1 year 14.2 10.56 152 9.84 

Between 1 and 2 years 16.2 9.24 14.2 10.56 


$ 220.7 $ 162.2 


® Transactions in foreign currencies translated into dollars using the closing exchange rate as at December 31, 2002 and 2001. 


(c) Interest rate risk management 
The Company has entered into interest rate swaps to manage its interest rate exposure. The Company is committed to exchange, at specific intervals, 
the difference between the fixed and floating interest rate calculated by reference to the notional amounts. 
The amounts of outstanding contracts at year-end are included in the table below: 
Maturity Notional amount Pay/Receive Fixed Rate Floating Rate 
Less than 1 year $550.0 Company pay fixed/ 1.67 - 5.30% Libor 1 month/ 
receive floating Libor 3 months 
Between 1 and 4 years $ 33.0 Company pay fixed/ 7.20% Libor 3 months/ 
receive floating plus 1.36% 
(d) Commodity risk 
The Company has entered into a commodity swap to manage a portion of its Canadian natural gas exposure. The Company is committed to exchange, 
on a monthly basis, the difference between a fixed price and a floating Canadian natural gas price index on a notional quantity of 323,000 gigajoules 
in total for 2003. 
(e) Credit risk 


The Company is exposed to credit losses resulting from defaults by counterparties when using financial instruments. 


When the Company enters into derivative financial instruments, the counterparties are international and Canadian banks having a minimum credit 
rating of A- by Standard & Poor's or of A3 by Moody’s and are subject to concentration limits. The Company does not foresee any failure by the 
counterparties in meeting their obligations. 


The Company, in the normal course of business, continuously monitors the financial condition of its customers and reviews the credit history of each new 
customer. At December 31, 2002, no customer balance represents a significant portion of the Company's consolidated trade receivables. The Company 
establishes an allowance for doubtful accounts that corresponds to the specific credit risk of its customers, historical trends and other information on 
the state of the economy. 


18. 


19. 


20. 


Financial instruments and concentrations of credit risk (cont'd) 

(e) Credit risk (cont’d) 
The Company believes that the product and geographic diversity of its customer base is instrumental in reducing its credit risk, as well as the impact on 
the Company of fluctuations in local market or product-line demand. The Company has long-term contracts with most of its largest customers. These 
contracts usually include price adjustment clauses based on the cost of paper, ink and labor. The Company does not believe that it is exposed to an 
unusual level of customer credit risk. 

Commitments and contingencies 


(a) Leases 


The Company rents premises and machinery and equipment under operating leases which expire at various dates up to 2014 and for which minimum 
lease payments total $407.0 million. 


Annual minimum payments under these leases are as follows: 


2003 $ 88.0 
2004 74.7 
2005 : 67.1 
2006 55.4 
2007 41.5 
2008 and thereafter 80.3 


Rental expenses for operating leases were $91.4 million, $83.0 million and $102.8 million for the years 2002, 2001 and 2000. 


(b) Machinery and equipment 
As at December 31, 2002, the Company had commitments to purchase equipment for a total value of approximately $11.9 million. 

(c) Environment 
The Company is subject to various laws, regulations and government policies principally in North America and Europe, relating to health and safety, to 
the generation, storage, transportation, disposal and environmental emissions of various substances, and to environment protection in general. The 
Company believes it is in compliance with such laws, regulations and government policies, in all material respects. Furthermore, the Company does not 
anticipate that maintaining compliance with such environmental statutes will have a material adverse effect upon the Company's competitive or consolidated 
financial position. 

(d) Business acquisitions 
The Company signed a binding agreement to purchase, in September 2004, the remaining 50% of Helio Charleroi in Belgium, a subsidiary of European 
Graphic Group, SA. The transaction should amount to 24.9 million Euro ($26.0 million), adjusted by a contingent consideration based on achieving a 
specific performance level over the period ending September 2004. 

Related party transactions 


The Company entered into the following transactions, at prices and conditions prevailing on the market, with related parties (the parent company and its 
subsidiaries) and were accounted for the amount of cash consideration: 


2002 2001 2000 
Revenues $ 38.0 S20 $ 19.0 
Purchases 1.0 ili 13.5 


Management fees charged by Quebecor Inc. 3.5 3.8 3.6 


During the year, the Company transferred the benefit of a deduction for Part VI.I tax to a subsidiary of its parent company for a consideration of 
Cdn $9.9 million ($6.4 million) recorded in receivables from related parties. This reduced the Company's available future income tax assets by 
Cdn $11.5 million ($7.4 million), and decreased the additional paid-in capital by Cdn $1.6 million ($1.0 million). The transaction was recorded at the 
carrying amount. 
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21. Pension and other postretirement benefits 


The Company maintains defined benefit pension plans for its employees. The Company’s policy is to maintain its contribution at a level sufficient to cover 
benefits. Actuarial valuations of the Company's various pension plans were performed during the last three years. 


The Company provides postretirement benefits to eligible employees. The costs of these benefits, which are principally health care, are accounted for 
during the employees’ active service period. 


The following table is based on a September 30th measurement date. The table provides a reconciliation of the changes in the plans’ benefit obligations 


and fair value of plan assets for the fiscal years ended December 31, 2002 and December 31, 2001 and a statement of the funded status as at 
December 31, 2002 and December 31, 2001: 


Pension : Postretirement 


Benefits Benefits 
2002 


Changes in benefit obligations 


Benefit obligation, beginning of year $ 731.5 $ 624.4 $ 77.0 $ 70.5 
Change in measurement date - (26.4) - iba 
Service cost 31.5 25.0 0.9 0.8 
Interest cost 52.3 48.5 5.3 5.4 
Plan participants’ contributions 4.4 4.0 2.2 2.0 
Plan amendments 6.4 5s (0.7) - (1.1) 
Curtailment loss (gain) - 0.9 - (2.4) 
Acquisitions 1.6 - - - 
Actuarial loss 33.6 al 16.5 85 
Change in assumptions - 3.9 - 0.2 
Benefits paid (58.2) (40.8) (9.0) (7.8) 
Foreign currency changes 6.4 9.0 0.1 (0.2) 
Benefit obligation, end of year $ 809.5 $ 731.5 $ 92.3 $ 77.0 
Changes in plan assets 
Fair value of plan assets, beginning of year $ 481.9 $ 566.0 $ - $ = 
Change in measurement date ~ 47.7 oe - 
Actual return on plan assets (52.8) (123.6) - - 
Employer contributions 24.6 173 6.8 5.8 
Plan participants’ contributions 4.4 4.0 2.2 2.0 
Benefits paid (58.2) (40.8) (9.0) (7.8) 
Foreign currency changes 4.2 Us) - - 


Fair value of plan assets, end of year $ 404.1 $ 481.9 $ — $ - 


21. Pension and other postretirement benefits (cont’d) 


Pension Postretirement 
Benefits Benefits 
2001 2002 
Reconciliation of funded status ; 

Funded status : $ (405.4) $ (249.6) $ (92.3) $ (77.0) 
Unrecognized net transition asset (5.1) (5.4) - - 
Unrecognized prior service cost (benefit) 13.6 7.0 (0.6) (0.6) 
Unrecognized actuarial loss 330.6 194.0 23.9 Tell 
Adjustment for fourth quarter contributions 19.8 4.2 1.7 1.4 
Valuation allowance - (0.1) - - 
Net amount recognized $ (46.5) $ (49.9) $ (67.3) $ (68.5) 


Included in the above benefit obligation and fair value of plan assets at year-end are the following amounts in respect of plans that are not fully funded: 


Pension 


Benefits 


Postretirement 


Benefits 


2002 2001 2002 
Benefit obligation $ (809.5) Salut) $ (92.3) Sammi.) 
Fair value of plan assets 404.1 / 467.6 - - 
$ (405.4) Sa(2 Deo) $ (92.3) See (iri. 0) 


Funded status - plan deficit 


The following table provides the amounts recognized in the consolidated balance sheets: 


Accrued benefit liability ” 
Prepaid benefit costs ” 


Net amount recognized 


(77.7) 
31.2 


(46.5) 


Pension 


Benetits 


$ 


$ 


2001 


(74.2) 
24.3 


(49.9) 


» Current portion recorded as accrued liabilities and long-term portion recorded as other liabilities. 


2) Included in other assets. 


Postretirement 


2002 


Benefits 
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21. Pension and other postretirement benefits (cont’d) 


The following table provides the components of net periodic benefit cost: 


Pension Postretirement 
Benefits Benefits 
2001 2001 

Service cost $ 31.5 a2 50 See? $ 0.9 Soe 0:8 Sema 
Interest cost 52.3 48.5 45.3 5.3 5.4 5.3 
Expected return on plan assets (50.6) (58.1) (53.8) = - - 
Amortization of transitional assets (0.6) (0.6) (0.5) - - - 
Amortization of prior service cost (benefit) - 0.3 0.3 (0.6) (0.4) - 
Amortization of actuarial loss (gain) 2.5 (0.9) (1.8) 0.2 - - 
Curtailment loss (gain) - 0.9 ~ - (0.4) (0.5) 
Valuation allowance (0.1) (0.9) (3.0) - = - 
Net periodic cost $ 35.0 Sule $ Toth $ 58 ey Saat) 


The weighted average assumptions used in the measurement of the Company's benefit obligation are as follows: 


Pension Postretirement 
Benefits Benefits 
2001 2001 
Discount rate 6.7% 7.0% 7.1% 6.8% 7.2% 7.1% 
Expected return on plan assets 8.2% 9.7% 9.7% - - - 
Rate of compensation increase 3.4% 3.4% 3.7% - ~ = 


The assumed health care cost trend rate used in measuring the accumulated postretirement benefit obligation was 8.7% at the end of 2002 (8.8% at the 
end of 2001) and is expected to decrease gradually to 6.0% in 2008 and remain at that level thereafter. A one percentage point change in assumed health 
care cost trend would have the following effects: 


Postretirement benefits 


Sensitivity. analysis 1% increase 1% decrease 


Effect on service and interest costs $ 0.5 $ (0.4) 
Effect on benefit obligation 6.5 (5.7) 


22. Significant differences between generally accepted accounting principles in Canada and the United States 


The Company's consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles (“GAAP”), 


which differ in some respects from those applicable in the United States. The following are the significant differences in accounting principles as they 
pertain to the consolidated statements. 


(a) Reconciliation of net income and earnings per share 


The application of GAAP in the United States would have the following effects on net income as reported: 


2002 2001 2000 
Net income, as reported in the consolidated 
statements of income per GAAP in Canada $ 279.3 Smee 2.4 $ 295.4 
Adjustments before income taxes: 
Employee stock purchase plan in the United States (a) (i) 1.6 1.0 - 
Stock option plans (a) (i) 0.5 (0.9) - 
Convertible senior subordinated notes (a) (ii) 230 pat : _u(t3) 
4.4 0.1 (1.3) 
Income taxes (0.6) ‘i (0.4) ? 0.5 _ 
Net adjustments 3.8 (0.3) ‘ (0.8) 
Net income, as adjusted per GAAP in the United States $ 283.1 Sie 2a $ 294.6 
Net income available to holders of preferred shares (28.9) (21.9) _ v (10.1) 
Net income per GAAP in the United States available to 
holders of equity shares 254.2 0.2 284.5 
Income impact on assumed conversion of convertible notes, 
net of applicable income taxes 3.8 = wee tees 
Net income per GAAP in the United States adjusted for dilution effect $ 258.0 $ 0.2 $ 289.0 
Average number of equity shares outstanding (in millions): 
Basic 140.7 142.2 147.0 
Diluted 145.4 143.0 151.7 
Earnings per share as adjusted per GAAP in the United States: 
Basic $ 1.81 $ = $ 1.93 
Diluted $ 1.77 $ - $ 1.90 
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22. Significant differences between generally accepted accounting principles in Canada and the United States (cont'd) 
(a) Reconciliation of net income and earnings per share (cont'd) 
(i) Stock-based compensation 


Under GAAP in the United States, in accordance with the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 123, "Accounting 
for stock-based compensation", the Company applies Accounting Principles Board Opinion No. 25, "Accounting for stock issued to employees" 
(APB 25) and related interpretations in accounting for its employee share plans and stock option plans. 


Employee stock purchase plan in the United States: 


Under the provisions of APB 25, the Employee Share Plans are accounted for as non-compensatory. Under GAAP in Canada, the Company's 
contribution is accounted for as compensation expenses. 


Stock option plans: 


The Company awarded in 1999 a special performance grant to certain executives. Under the provisions of APB 25, those grants are 
accounted for as a variable plan. There are no similar requirements under GAAP in Canada. In 2002, some of the options awarded were 
cancelled. 


(ii) Convertible senior subordinated notes 


Under GAAP in Canada, the equity component of the convertible notes is recorded under shareholders' equity as additional paid-in capital. The 
difference between the carrying amount of the debt component and its face value is amortized as imputed interest to income over the life of the 
convertible senior subordinated note. Regarding the repurchase of convertible notes, the Company is required to allocate the consideration paid on 
extinguishment to the liability and equity components of the convertible notes based on their fair values at the date of the transaction. The amount 
of gain (loss) relating to the liability element is recorded to income and the difference between the carrying amount and the amount considered to 
be settled relating to the conversion option element is treated as an equity transaction. Under GAAP in the United States, the allocation to equity is 
not required, no imputed interest is needed in relation to the equity component and the gain (loss) on repurchase is recorded through income in the 
period of extinguishment. 


(iii) Presentation of goodwill amortization 


Under GAAP in Canada, prior to fiscal 2002, goodwill amortization was presented, net of related income taxes, and was excluded from the 
calculation of operating income. Under GAAP in the United States, goodwill amortization was included in the computation of operating income and 
was presented as an operating expense. For the current year, the Company adopted the new CICA accounting standard related to goodwill and 
other intangible assets (See note 2 (a)). Under the new accounting standard, goodwill is not amortized. This new CICA accounting standard harmonizes 
with SFAS No. 142 “Goodwill and Other Intangible Assets” (“SFAS 142”) effective January 1, 2002. 


22. Significant differences between generally accepted accounting principles in Canada and the United States (cont'd) 
(b) Effect on consolidated balance sheets 


The application of GAAP in the United States would have the following effects on the consolidated balance sheets, as reported: 


2002 2001 
Canada United States Canada United States 

Assets 

Future income taxes (b) (i) $ 27.8 $ 31.0 $ 58.0 $ 68.6 

Prepaid expenses (b) (i) 25.2 25.7 24.1 2.1 

Other assets (b) (ii) 113.3 133.6 132.0 134.0 
Liabilities and Sharesholders’ Equity 

Accrued liabilities (b) (i) 485.8 506.5 561.2 592.1 

Other liabilities (b) (ii) 228.9 510.5 245.6 319.2 

Future income taxes (a) (i) (ii) (6) (i) (ii) 291.7 207.7 234.0 207.4 

Convertible Notes (a) (ii) 115.0 128.5 iike),3} 129.1 

Additional paid-in capital (a) (i) (ii) 103.6 86.2 104.6 89.3 

Translation adjustment (c) (115.6) = (146.5) - 

Accumulated other comprehensive income (loss) (b) (i) (ii) (c) - (309.5) - (209.0) 


(i) Accounting for derivative instruments and hedging activities 


Effective since January 1, 2001, the Company adopted Statement of Financial Accounting Standards No. 133, “Accounting for Derivative Instruments 
and Hedging Activities”, as amended (SFAS 133). SFAS 133 establishes accounting and reporting standards for derivative instruments and hedging 
activities and requires that all derivatives be recorded as either assets or liabilities in the balance sheet at fair value. The Company recorded the 
cumulative effect of change in other comprehensive income (loss) upon the adoption of SFAS 133 in 2001. 


The Company utilizes forward exchange currency contracts, interest rate and commodity SWAP to enhance its ability to manage risk relating to cash 
flow exposure, and forward exchange currency contracts and cross currency swaps to manage exchange risk related to its net investment exposure. 
The Company does not enter into contracts for speculative purposes. On the earlier of the date into which the derivative contract is entered or the 
date of transaction, the Company designates the derivative as a hedge. Changes in the derivative fair values of contracts that are designated 
effective and qualify as cash flow hedges or hedging of net investments are deferred and recorded as a component of accumulated other 
comprehensive income (loss) until the underlying transaction is recorded in earnings. When the hedged item affects earnings, gains or losses are 
reclassified from accumulated other comprehensive income (loss) to the consolidated statement of income on the same line as the underlying 
transaction. The ineffective portion of a hedging derivative’s change in fair value is recognized immediately in earnings. 


Under GAAP in Canada, derivative financial instruments are accounted for on an accrual basis. Realized and unrealized gains and losses are deferred 
and recognized in income in the same period and in the same financial statement category as the income or expense arising from the 
corresponding hedged positions. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


22. Significant differences between generally accepted accounting principles in Canada and the United States (cont'd) 
(b) Effect on consolidated balance sheets (cont'd) 
(ii) Pension and postretirement plans 
GAAP in the United States requires recognition of an additional minimum liability when the accumulated benefit obligation exceeds the fair value of 
plan assets. If an additional minimum liability is recognized, a portion is recognized as an intangible asset up to the amount of unrecognized prior 
service cost (including unrecognized net transition obligations) and the excess is recognized in a separate component in the other comprehensive 
income, net of tax benefits. Under GAAP in Canada, such adjustment is not required. 


(c) Comprehensive income (loss) 


Moreover, the application of GAAP in the United States requires the disclosure of comprehensive income (loss) in a separate financial statement, which 
includes the net income as well as revenues, charges, gains and losses recorded directly to equity. 


2002 2001 2000 
Net income, as adjusted per GAAP in the United States $ 283.1 $ 221 $ 294.6 
Cumulative effect of changes in accounting principles, 
net of income taxes ($3.3 in 2001) b) (i) - (6.3) - 
(Loss) gain on hedging of net investments, net of income taxes of $3.5 (($1.1) in 2001) b) (i) (34.8) 2.0 - 
Gain (loss) on cash flow hedge, net of income taxes of ($6.7) ($7.4 in 2001) b) (i) 12.6 (14.0) - 
Additional minimum liability, net of income taxes of $53.8 ($27.4 in 2001) b) (ii) (109.2) (44.2) - 
Currency translation adjustment 30.9 (14.3) (37.1) 
Other comprehensive income (loss) (100.5) (76.8) (37.1) 
Comprehensive income (loss) as per GAAP in the United States $ 182.6 $ (SATs 257.5 


23. Segment disclosures 


The Company operates in the printing industry. Its business groups are located in three main segments: North America, Europe and Latin America. These 
segments are managed separately, since they all require specific market strategies. The Company assesses the performance of each segment based on 
operating income before restructuring and other charges. 


23. Segment disclosures (cont’d) 


Accounting policies relating to each segment are identical to those used for the purposes of the consolidated financial statements. Intersegment sales are 
made at fair market values, which approximate those prevailing on the markets serviced. Management of financial expenses and income tax expense is 
centralized and, consequently, these expenses are not allocated among these segments. 


North America Europe Latin Inter- 
(1) America segment 
Revenues 
2002 $ 50786 §$ 982.3 $ 183.0 $ = $ (1.9) $ 6,242.0 
2001 5,268.1 891.3 161.4 - (0.7) 6,320.1 
2000 5,518.9 890.4 112.0 - (0.2) 6,521.1 


Depreciation and amortization 


2002 269.7 57.4 7.5 1.0 - 335.6 
2001 277.9 50.7 8.2 1.0 - 337.8 
2000 289.0 48.8 5.6 AT = 345.1 


Restructuring and other charges 


2002 (9.0) 22.1 1.0 5.5 — 19.6 

2001 194.4 22.6 14.6 38.4 _ 270.0 

2000 (15.9) 10.8 — 2.4 _ (2.7) 
Operating income 

2002 536.3 17.4 13.2 (23.7) - 543.2 

2001 370.1 Sil 3} (4.2) (49.4) _ 347.8 

2000 644.3 50.2 6.5 26.5 - (25 


Goodwill amortization, net of income taxes 


2002 - - — = = = 
2001 55.5 5.4 0.5 - = 61.4 
2000 51.0 hil 0.4 - - 60.5 


Additions to property, plant and equipment 


2002 139.9 29.5 14.1 1.0 - 184.5 
2001 180.6 43.3 40.8 13.6 - 278.3 
2000 198.7 27.5 12.0 4.0 - 242.2 


Property, plant and equipment 


2002 2,024.1 489.8 94.4 2.3 _ 2,610.6 

2001 2,138.7 389.1 110.5 (4.3) - 2,634.0 
Goodwill 

2002 2,182.3 324.8 7.2 - = 2,514.3 

2001 Pa KeM ls) 270.8 18.4 — - 2,470.7 
Total assets 

2002 4,974.5 1,003.3 215.4 12.3 6,205.5 

2001 5,032.1 803.9 246.9 103.6 - 6,186.5 


(1) Includes Revenues amounting to $857.0 million ($887.5 million in 2001 and $876.7 million in 2000), Property, plant and equipment amounting to 
$253.5 million ($266.0 million in 2001) and Goodwill amounting to $33.0 million ($32.2 million in 2001) for Canada. 
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23. Segment disclosures (cont’d) 


The Company's operations are managed by eight distinct business groups. Each business group is accountable primarily for one product, group of products 
or geographic region. 


Revenues per business groups are as follows: 


° 2002 2001 2000 
Magazine & Catalog $ 1,671.5 26.8 % $ 1,785.4 28.3% $ 2,023.4 31.0% 
Retail 1,172.5 18.8 1,074.1 17.0 910.0 13.9 
Commercial & Direct 687.2 11.0 829;3 a y13:1 961.0 147 
Book 512.5 83 532 oe: 619.2 95 
Directory 473.8 7.4 500.9 79 466.5 Che 
Other revenues 559.2 9.0 545.6 8.6 538/08 oe 
Europe 982.3 15.8 891.3 14.1 890.4 13.7 
Latin America 183.0 2.9 161.4 2.6 112.0 aii 


$ 6,242.0 100.0 % $ 6,320.1 100.0 % $ 6,521.1 100.0 % 


FIVE YEAR FINANCIAL SUMMARY 


(In millions of US dollars, except per share date & other statistics) 


2002 2001 2000 1999 1998 
Consolidated Results 
Revenues $ 6,242.0 $ 6,320.1 $ 6,521.1 $ 495255 $ 3,808.2 
Operating income before depreciation and amortization* 898.4 955.6 1,069.9 158.5 540.9 
Operating income before restructuring and other charges 562.8 617.8 724.8 472.5 317.1 
Restructuring and other charges . 19.6 270.0 (274) 180.0 - 
Operating income 543.2 347.8 727.5 292.5 Sven 
Net income** 279.3 22.4 295.4 77.5 159.7 
Cash provided from operating activities 513.4 576.5 917.8 710.1 413.9 
Free cash flow from operations* ** 319.8 287.2 747.3 552.6 124.8 
Operating margin before depreciation and amortization* 14.4 % ila 16.4 % 15.3 % 14.2 % 
Operating margin before restructuring and other charges 9.0 % 98 % tee co 9.5 % 8.3 % 
Operating margin 8.7 % Ba). Le 5.9 % Si3iP 
Financial Position 
Working capital $ (209.3) $ (194.5) $ (66.5) $ (2550 °$ 248.3 
Property, plant and equipment 2,610.6 2,634.0 2,683.0 2,895.3 2,222.0 
‘Total assets 6,205.5 6,186.5 6,520.8 6,904.3 3,906.5 
Long-term debt (including convertible notes) 1,822.1 232-2 2,208.7 2,839.9 1,250.2 
First Preferred Shares 456.6 456.6 PANG) 22S 2A2°5 
Equity Multiple and Subordinate Voting Shares 1,357.3 1 330u 1,418.7 1,441.3 685.6 
Debt-to-capitalization 40:60 46:54 47:53 55:45 44:56 
Per Share Data 
Earnings** 
Diluted $ 1.76 $ = $ 1.91 $ 0.54 ¢ 1.29 
Diluted before restructuring and other special charges $ 1.92 $ 1.58 $ 1.90 $ idee =85 1.29 
Dividends on equity shares $ 0.49 $ 0.46 $ 0.33 $ 0:28 $ 0.24 
Book value $ 15.92 $ 14.39 $ 15.47 $ 14.26 = $ 11.67 
Market price - TSE close in CDN$ $ 35.00 $ 35.88 $ 37.60 $ 32 Dees 33.18 
Market price - NYSE close $ 22.32 $ 22.56 $ 25.19 $ 21.94 $ ZARLS: 
Other statistics 
Capital expenditures $ 184.5 $ 278.3 $ 242.2 $ 194.7 $ S12a 
Return on capital employed 17.3 % 17.9 % 19.5 % 19.0 % 18.5 % 


* — Before restructuring and other charges. 
** — Effective January 1, 2002, net income and earnings per share reflect the new accounting policy adopted by the Company under which goodwill is no longer amortized. 
*** Cash provided from operating activities, less capital expenditures net of proceeds from disposals, and preferred share dividends. 


SELECTED QUARTERLY FINANCIAL DATA 


(In millions of US dollars, except per share amounts) 


2002 2001 
First Second Third Fourth Year First Second 
Consolidated Results 
Revenues $ 1,459.2 $ 1,471.5 $ 1,617.9 $ 1,6934 $ 6,242.0 Sd5 16.7 $_ 150273 
Operating income before depreciation 
and amortization* 189.7 211.2 251.3 246.2 898.4 219.2 243.0 
Operating income before restructuring 
and other special charges 106.8 127.8 167.9 160.3 562.8 136.4 159.0 
Restructuring and other charges - - - 19.6 19.6 - _ 
Operating income 106.8 127.8 167.9 140.7 543.2 136.4 159.0 
Net income** 46.0 64.2 98.5 70.6 279.3 42.5 63.2 
Cash provided from operating activities (27.0) 109.4 130.2 300.8 513.4 (153.5) 277.2 
Free cash flow from operations* ** (80.1) 40.1 97.4 262.4 319.8 (218.6) 178.9 
Operating margin before depreciation 
and amortization* 13.0 % 14.4 % 15.5 % 14.5 % 14.4 % 13.9 % 16.2 % 
Operating margin before restructuring 
and other charges 7.3 % 8.7 % 10.4 % 9.5 % 9.0 % 8.7 % 10.6 % 
Operating margin 7.3 % 8.7 % 10.4 % 8.3 % 8.7 % 8.7 % 10.6 % 
Segmented Information 
Revenues 
North America $ 1,201.0 $ 1,189.6 $ 1,3242 $ 1,363.8 $ 5,078.6 $ 1,315.6 $ 1,252.5 
Europe 211.8 239.0 248.5 283.0 982.3 227.1 213.3 
Latin America 46.7 43.3 45.2 47.8 183.0 34.2 36.6 
Operating income* 
North America 107.5 123.8 157.8 138.2 527.3 125.0 139.0 
Europe 5.3 8.4 13.3 12.5 39.5 12.8 16.3 
Latin America 2.3 2.7 5.2 4.0 14.2 1.9 2.4 
Operating margins* 
North America 9.0 % 10.4 % 11.9 % 10.1 % 10.4 % 9.5 % 11.1% 
Europe 2.5 % 3.5 % 5.3 % 44 % 4.0 % 5.6 % 7.6 % 
Latin America 4.9 % 6.1 % 11.6 % 8.5 % 7.8 % 5.6 % 6.6 % 
Per Share Data 
Earnings (losses)** 
Diluted $ 0.28 8 6$ 040 $ 0.64 $ 044 #$§$ 1.76 $ 0.27 $ 0.41 
Diluted before restructuring 
and other special charges $ 0.28 =$ 040 $ 0.64 $ 0.61 #$ 1.92 $ 02 ames 0.41 
Dividends on equity shares $ 0.12 $ 0.12 = #«6$ 04125 5-S ey 0.49 $ 0.10 $ 0.12 


* — Before restructuring and other charges. 
** Effective January 1, 2002, net income and earnings per share reflect the new accounting policy adopted by the Company under which goodwill is no longer amortized. 
*** Cash provided from operating activities, less capital expenditures net of proceeds from disposals, and preferred share dividends. 


$ 


$ 


Third 


1,625.2 


258.5 


172.7 

172.7 
70.8 
12.1 

(58.2) 


15.9 % 


10.6 % 
10.6 % 


1,373.4 
211.5 
40.5 


11.9 % 
4.6 % 
2.9 % 


$ 


$ 


2001 
Fourth 


2,615:9ie ees: 


234.9 


149.7 
270.0 
(120.3) 
(154.1) 
440.7 
385.1 


14.5 % 


9.3 % 
(7.4) % 


1,326.6 $ 
239.4 
50.1 


10.4 % 
6.3 % 
9.9 % 


Year 


6,320.1 


955.6 


617.8 
270.0 
347.8 

22.4 
576.5 
287.2 


15.1 % 


9.8 % 
5.5 % 


5,268.1 
891.3 
161.4 


$ 1,630.4 


23107 


138.2 
138.2 
37.6 
72.6 
42.9 


14.2 % 


8.5 % 
8.5 % 


SoU Silat 
227.3 
25.9 


$ 1,549.1 


25959 


167.7 
167.7 

62.8 
216.9 
163.0 


16.5 % 


10.8 % 
10.8 % 


$ 1,304.8 
217.9 
26.2 


11.2 % 
6.8 % 
4.7 % 


$ 1,633.8 


286.7 


202.4 
202.4 
88.7 
a7 (a) 
0.1 


17.5 % 


12.4 % 
12.4 % 


$ 1,398.4 
208.9 
26.7 


176.0 
13.9 
0.7 


12.6 % 
6.7 % 
2.5 % 


$ 


$ 


Fourth 


1,707.8 


295.6 


216.5 
(2.7) 
219.2 
106.3 
610.8 
541.3 


17.3 % 


12.7 % 
12.8 % 


1,438.0 
236.3 
33.6 


187.2 
18.9 
2.9 


13.0 % 
8.0 % 
8.6 % 


$ 


6,521.1 
1,069.9 


124.8 
(2.7) 
727.5 
295.4 
917.8 
747.3 


16.4 % 


11.1 % 
11.2 % 


5,518.9 
890.4 
112.0 


628.4 
61.1 
6.5 


11.4 % 
6.9 % 
5.8 % 


SHAREHOLDER INFORMATION 


Stock Listing 

Quebecor World Inc. Subordinate Voting 
Shares are listed on the New York Stock 
Exchange and on the Toronto Stock 
Exchange under the symbol IQW. 


Annual Meeting 

The Annual Meeting of Shareholders will be 
held at: 10:00 am on April 2rd, 2003 at: 

Le Windsor, 

1170 Peel Street, 

Montreal, Quebec 


Annual Information Form 

The Annual Information Form may be 
obtained by writing to: 

Corporate Secretary 

Quebecor World Inc. 

612 St. Jacques Street 

Montreal, Quebec 

H3C 4M8 


Transfer Agent & Registrar 
Montreal Trust Company 
Place Montreal Trust 

1800 McGill College 
Montreal, Quebec 

H3A 3K9 


Co-Transfer Agents 
American Securities Transfer & Trust Inc. 
Denver, Colorado 


Auditors 
KPMG LLP 


=> 


Quebecor World 


